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THE TRADEMARK REPORTER™ 


Part | 


TRADEMARKS AND MARKETING* 
By Harry F. Schroeter** 


As an advertising and marketing fellow, I long ago learned 
to respect the considered—and often decided—opinions of the 
legal profession. At nasisco, I have spent a number of years 
working in close cooperation with our legal department generally 
and our patent counsel in particular. Both have been extremely 
tolerant of and helpful to one whose marketing enthusiasms now 
and again elbow their way ahead of other considerations. 

In discussing “Trademarks and Marketing” I am necessarily 
going to talk about trademarks in relation to the marketing of 
consumer goods—because I am going to tell you about National 
Biscuit Company (NaBisco) trademarks—and for two reasons. 

First, it will keep me on familiar ground. Secondly, Nabisco’s 
entire activity lies in the consumer goods field, or packaged con- 
sumer goods field. I think you will find that our use of trademarks 
is such that sooner or later all of the subdivisions of trademark 
usage will be included. In preparing for this discussion I was told 
that it should embrace the “house mark’”—“line mark”—“product 
mark” and “use of the trade name.” Our patent counsel quickly 
assured me that if I just talked about napisco trademarks, I would 
be covering all the categories, whether I knew it or not. 

NABIsco trademarks, then, will serve as examples of the four 
classes of marks and their marketing. The broader application 
I will have to leave to each of you to apply for yourselves because 
trademarks are highly individual, depending on history, industry 
background, marketing and distribution patterns, not to forget 
legal and personal angles. 

So, let us go back to 1898, when the National Biscuit Company 
was founded. For centuries, baking had been one of the most local 


* Address delivered at the 81st Annual Meeting of The United States Trademark 
Association held in Atlantic City, N.J., April 10-11, 1958. 

** Director of Advertising, National Biscuit Company, New York City. 

Ed. note: Because of space limitations only a selected number of the illustrations 
shown by the author could be reproduced here. They are printed within the text of the 
speech at the appropriate place. 
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of businesses—and cracker baking, which originated with ship 
bread in New I¢ngland in the nineteenth century, was no exception. 
But as America grew, competition among those local bakers be- 
came more and more severe. 

Conditions in the industry were described as “chaotic,” this 
leading to some relatively small regional mergers early in the 
nineties, Since this was a time of many mergers, it is not surpris- 
ing that a group of substantial men consolidated four of the 
larger regional cracker bakeries and formed the National Biscuit 
Company early in 1898. These companies owned some bread 
bakeries and candy plants, but the making of crackers and cookies 
was their major business. 

Headquarters were in Chicago. Among the men who actively 
headed the new corporation, there was one outstanding leader. 
His name was A. W. Greene, and his vision has had a profound 
effect on all Americans ever since. In a time when crackers and 
other foods were shipped in bulk to grocery stores, and then doled 
out in paper bags, Mr. Greene conceived the idea of selling 
erackers which had already been packaged at the bakery. He also 
conceived a new variety of Soda cracker, lighter and flakier than 
those already on the market. He found for it a distinctive shape, 
and gave it a name—what we would now call a brand name— 
UNEEDA BISCUIT. 

UNEEDA BISCUIT Was among the first packaged food in America, 
certainly the first nationally distributed and nationally advertised 
baked product, and a grand-daddy of the miles and miles of pack- 
aged goods on supermarket shelves everywhere today. Almost 
at the same time, an associate of Mr. Greene invented a special 
type of packaging formed by interlocking a sheet of wax paper 
liner with a cardboard shell, known as the “Peter’s carton” which 
to this very dav has not been displaced as the basic cracker and 
cookie carton. Thanks to Mr. Greene, National Biscuit Company 
in 1899, came out with a brand new product, in a brand new con- 
tainer, marketed in a brand new way. 


Mr. Greene was a man of unusual vision and courage. History 
has proved that. He was also a keen salesman and merchandiser. 
When he was satisfied with a basic package, and the trademark 
UNEEDA, which I understand is a product mark, he then made the 
package distinctive in appearance. In the nineties, well-to-do men 
had their books bound in distinctive covers and so from a Grolier 
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design—on a binding in his own library—Mr. Greene took the 
border design you still see on every package of UNEEDA BISCUIT. 
To this he added the idea of another trademark which, again 
| understand, is a line mark or a house mark, or possibly both. 
For that mark he again went to his library, and there among his 
many volumes, were some bearing a 15th century printing mark 





or colophon, used by the Society of Printers in Venice. Oddly 
enough, he adapted this symbol to a trademark for the unique 
packaging feature, the interlocking wax paper and cardboard shell 
container. 

The cardboard container could be used for different crackers 
and cookies, and, therefore, was necessarily blank, and when you 
wrapped it with printed paper for identification, some means had 
to be found to secure the ends of the wrapper. The first wrappers 
were secured by a printed representation of the UNEEDA BISCUIT 
cracker. But he soon changed it, keeping its distinctive shape, 
a square with clipped corners, and it appeared as the trademark 





1900 


end seal on UNEEDA BIscuIT packages. You will note the word 
IN-ER-SEAL was coined as the distinctive trademark for the pack- 
aging. No doubt, Mr. Green was convinced that he had a good 
device as a trademark, but I am not sure that even he could have 
foreseen what the next fifty vears would bring. This early trade- 
mark remained unchanged until 1918. 

In its first twenty vears, the Company marketed more and 
more varieties of crackers and cookies, many of them with distinct 
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brand names of their own. During this time, it set up what was 
then—and still is today—the greatest force of salesmen and dis- 
tribution to the grocery trade in America, and the Company had 
become known throughout the land as NBC. In 1918, the Company 





1918 


put these letters into the cross device trademark, thus further 
identifying the mark with the Company. 

In 1923, efforts were made to link more of the Company’s 
lesser known products with the famous uNEEDA, which during the 
first decade of the century had become the most widely advertised 
product in America. So uNEEDA was placed below the cross device 





1923 


of the seal. But by 1935, the Company had so many new and pop- 
ular varieties of cookies and crackers, it had become apparent that 
UNEEDA BISCUIT no longer served the tastes and wants of most of 
America as it had done in the past, and so the uNrEpa identifica- 
tion was dropped, and the trademark reverted to the 1918 version. 

Meanwhile, other changes were taking place. A new and vital 
foree—radio—had come along in the late twenties, and although, 
as you may have heard, the letters NBC acquired some significance 
in radio, they still maintained their identity with NATIONAL BISCUIT 
COMPANY in grocery stores. 

But then came a really important happening. I do not have 
to remind you of the fact that the depression days of the thirties 
made the advertiser and merchandiser of consumer goods all the 
more aware of his trademarks, and the need to preserve them. 








Vol. 48 T. M.R. TRADEMARKS AND MARKETING 787 


National Biscuit Company learned its lesson about the proper use 
of trademarks the hard way, when in 1939, the name SHREDDED 
WHEAT was held to be the common descriptive name of the product. 
Immediately the company began to take stock of its other marks— 
and one of them stood out. 

In 1901, nasisco had been adopted as a trademark for a sugar 
wafer. It was an important mark because it had been coined about 
a year earlier as a contraction of, and synonymous with the 
company name—National Biscuit Company. But, until the 
SHREDDED WHEAT decision was handed down, the company had 
seriously neglected seeing that naBIsco was not placed in jeopardy 
by being improperly used as the descriptive name of the product. 

However, since NABISCO was synonymous with the Company 
name—and since it offered advantages, notably pronunciation— 
that the initials alone did not have—and since it was indicated 
that something had to be done to insure its preservation, in 1941 





1941 


the cross design mark was changed to feature the word NaABISco 
in an unpartitioned oval. The old printer’s mark and ancient 
symbol remained the same, that is, except that I believe it was 
greatly strengthened as a trademark (and/or a house mark, line 
mark—or whatever category the trademark lawyer would place 
it in) and thus, the future of the word naBisco was made more 
secure. 

After World War II, the supermarket became an American 
way of life. More and more products were displayed on its 
shelves. The housewife no longer asked the grocer to recommend 
a product as she acquired the habit of making her own personal 
selection from the shelves. More and more manufacturers in all 
lines were using the brand name, line mark, house mark, and 
bringing them forcefully to the consumer’s attention in advertising 
and packaging. 

We wanted to make nasisco products easier to find on the 
shelves, and this resulted in the display on every package of 
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crackers or cookies coming from our bakeries of the famous trade- 
mark in a prominent, new shape: the red triangle in the upper 
left hand corner, Since then, we have tried to make the word 
NABISCO even larger, and this has been accomplished by a slight 
compressing and distortion to enlarge the oval with a slight de- 
; crease in the height of the cross. 
| Yet, in 1958, the symbol is basically still the same as that 
devised by Mr. Greene sixty years ago. 

We advertised the change to the red triangle in 1952, which 
was the beginning of the use of this house mark or “family flag” 
billions of times every year. 












We have lots of packages. Cartons, cellophane bags, satchel 
bags, and even cylindrical packages all bearing the red triangle 
trademark. 








Of course, we make sure that our advertising carries the 
imprint of this house mark in as many ways as we know how to 
do it in the printed ads we run in magazines, in Sunday newspaper 
sections, and in daily newspapers all across the country. 

We use it in the introduction to a television show which | hope 
vou watch, “Rin Tin Tin.” And, when “Rinty” is over, in the 
closing, too. We animate the mark into the naBisco pony to open 
every program of our children’s show, “Sky King.” 

Our use of the mark by no means stops here. It appears on 
National Biscuit Company invoices . . . and inter-company forms: 
and also in material we prepare to tell grocers about our plans 
to help them sell Napisco products. 

As I said when I began, except for our Legal Department, 
most of us do not even try to distinguish between house marks, 
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line marks, and so on. Let me merely say, that as I understand it, 
RITZ and oREO are product marks, each used to identify a partic- 


ular variety of cracker or cookies. But, NaBisco is more versatile. 
One time strictly a product mark for sugar wafers, it is now used 
as a trade name, again the contraction of National Biscuit Com- 
pany, a line mark, since it is used for a number of varieties such as 
VANILLA WAFERS and GRAHAM CRACKERS, which have no specific mark, 


and it is part of our family flag or house mark. 

But, from a marketing consideration, we regard all uses as 
selling the trademark. For a while an explanation of Nabisco 
appeared in all our ads. When you telephone our offices, the 
operators greet you with “nasisco.” Some of our subsidiaries use 


One of the many fine foods 
baked by Nabisco 
NAtional 


Gasis60 BiScuit 


COmpany 
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We use it in the introduction to a television show which | hope 
you watch, “Rin Tin Tin.” And, when “Rinty” is over, in the 
closing, too. We animate the mark into the napisco pony to open 
every program of our children’s show, “Sky King.” 

Our use of the mark by no means stops here. It appears on 
National Biscuit Company invoices .. . and inter-company forms: 
and also in material we prepare to tell grocers about our plans 
to help them sell naBisco products. 

As I said when I began, except for our Legal Department, 
most of us do not even try to distinguish between house marks, 


Vol. 48 T. M. R. TRADEMARKS AND MARKETING 


789 











line marks, and so on. Let me merely say, that as I understand it, 
RITZ and oREO are product marks, each used to identify a partic- 


ular variety of cracker or cookies. But, NaBIsco is more versatile. 
One time strictly a product mark for sugar wafers, it is now used 
as a trade name, again the contraction of National Biscuit Com- 
pany, a line mark, since it is used for a number of varieties such as 
VANILLA WAFERS and GRAHAM CRACKERS, which have no specific mark, 


and it is part of our family flag or house mark. 

But, from a marketing consideration, we regard all uses as 
selling the trademark. For a while an explanation of NaBisco 
appeared in all our ads. When you telephone our offices, the 
operators greet you with “nasisco.” Some of our subsidiaries use 
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the word in their corporate title, like NaBIsco Foops LIMITED of 
Canada. Our house organ has for many years been the NaBIsco 
MAGAZINE. We refer to our personnel collectively as NABISCO men 
and naBisco women. And it is not surprising that our cable address 
has always been NABISCO. 

Let us now think of product marks. We have several hundred 
of them. Once again, we start with our old friend, A. W. Greene. 
UNEEDA was, I guess, a stroke of genius. It led to a host of imita- 
tions such as IWANTA, ULIKA, and others even more far-fetched. 





But, because it was a coined word, and well-advertised, imitations 
were readily suppressed. As new products came along, Mr. 
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Greene, with a sure marketing sense, individualized names for 
them too. At one time, there was a whole series of girls’ names 
and then a series of boys’ names. As American taste in brand 
names changed, these were suspended, but another famous coined 
trademark is still growing today—and that is orzo, the 1912 name 
for a chocolate sandwich cookie with a vanilla-flavored filling. 
Some other names still famous today came to us when we consoli- 
dated with other companies in the founding of National Biscuit 
Company. I guess you have all heard of Fig NEwTons, and if you 


have, you have heard incorrectly. We call them FIG NEWTONS CAKES, 








and you lawyers will know why we are careful to put cakes after 
FIG NEWTONS, regardless of how clumsy it may make the name. 

Perhaps the most famous of our recent product names is RITZ 
CRACKERS. (See illustration on page 789.) This was a new prod- 
uct in most of the nation in 1934, and thanks to nasisco’s national 
distribution to grocery stores, and to a well-conceived and quality- 
executed advertising campaign, RITZ CRACKERS soon became the 
housewife’s symbol of highest quality. A cracker that could be 
served to her most honored guests. 

Because new products are frequent in the cracker and cookie 
business, new names are often needed. Just last year, a new 
chocolate chip cocoanut cookie needed a name, and so we came 
up with cHrpaRoons which, wonderful to relate, was registrable, 
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and we now sell it coast to coast. I am also delighted to say it is 
the largest selling cookie of its kind, thanks to many things, includ- 
ing its memorable and distinctive brand name. 

I think our experience indicates that the merchandiser finds 
himself on the horns of a dilemma when it comes to a product 
name. He wants a name that is descriptive, or at least suggestive, 
and he wants that name protected. Usually he cannot have both. 
If he cannot protect it, will his product have a short life or a long 
life? If the latter, has he enough promotional money to build up 
a secondary meaning, assuming that his competitors give him 
the opportunity? Obviously he does not know the answer to these 
questions. The name selected is going to be a gamble unless it is 
coined or distinctive. 

Although not all of our product names are registerable, we 
have registered many, many product names. You might say we 
have files and files of names, and of course, many of these are 
not in active use all the time. It is the nature of the business 
that all varieties are not steady year-in, vear-out sellers. About 
half of our approximately two hundred registered names are 
available when new products are developed. It is very nice to 
have such a resource available, but this is not without its dangers. 

Some of these dangers lie in marketing. Suppose we used 
the name of something which was not, shall we say, altogether 
successful some time previously. If we use it again, how will 
grocers react, since some of them have memories like the pro- 
verbial elephant? We often find that some of our own selling 
staff may have unfavorable memories too. Therefore, they will 
lack enthusiasm for selling the new product. What will the pro- 
spective customer, with the long, long memory think? 

A few of you may still think of a particular kind of sugar 
wafer, which when you and I were young, was called NaBiscos. 
A nostalgic advertising card from those early days reads: “The 
Master Baker presents NasBisco, the new sugar wafer—a fairy 
sandwich as rich as the honey from the blossoms of spring—as 
exquisite as the nectar from the grape of Tokay, that tempts you 
with many flavors and adds fresh delight to your favorite ice or 
beverage.” 

Sometimes this file of names has legal dangers. Protecting a 
name mark which has had an interrupted use becomes more diffi- 
cult in this day of mass production of fewer varieties in giant 
volume. And, in this regard, I suspect our good patent counsel 
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has many an uneasy moment. But, in spite of the dangers, the 
“file” of registered names is helpful. 

Very soon, you will see on your grocer’s shelves, a cookie 
called stRIPED susans. Remember | told you that Mr. Greene regis- 
tered a long string of girls’ names. There will also be another one 
‘alled VELVIA ROUNDs, which goes back to the days when velvet, and 
not mink, was the symbol of smoothness and luxury. We think 
that from a marketing standpoint, these will prove to be good 
names still. 

Up to now, I have stayed with crackers and cookies, since 
that is the main line of the Company, but we are active in other 
fields as well. | have mentioned shredded wheat, which is now 
NABISCO SHREDDED WHEAT. It has a modern day progeny, JUNIORs, 
which is a spoon-size shredded wheat. And, of course, we have 
other NABISCO CEREALS. I am sure most of them are familiar to you. 


If you live in the areas where we make our bread, perhaps 
you have seen our new brand name HOME Town. Perhaps you have 
noticed the naBisco cross device on the end seal, tying the bread 
into the naBisco family, just as we did on the cereal cartons. 
National Biscuit Company is constantly expanding. Here is 
where our file of names can be helpful, but only to a degree. Last 
summer we became interested in test-marketing a powdered, car- 
bonated soft drink. Since soft drinks have a short season, speedy 
action was imperative. We went to our file of trademarks and 
came up with UNEEDA INSTANT FIzz. Perhaps I do not need to tell 
you that beverage companies of all kinds also have quite a file of 
brand names. We found ourselves in the clear to use UNEEDA in our 
test markets, but when a broader program was called for, we 
found that trouble probably lay ahead, thanks to the trademark 
law of some years ago. However, uNEEDA had served a purpose, 
and more, because we finally hit upon a new name which was avail- 
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able to use, and in 1958 a new and improved product on the market 
will be known as BEV INSTANT FIZZ DRINK. | think you will agree 
with us that, at this time, in this second half of the century, the 
old trademark uneepa for crackers is not a good long-time bet 
for a new soft drink product. 

In the international aspect of trademarks, about 1930 we pur- 
chased a Canadian biscuit manufacturing operation—and also by 
acquisition of the Shredded Wheat Company obtained cereal sub- 
sidiaries both in Canada and England. Both cereal subsidiaries 
are known as NABISCO FOODS LIMITED. The triangular trademarks 


differ from one another, but they are basically the same and each 
definitely ties in with that of the parent company. In biscuits and 
crackers north of the border, we found our subsidiary’s name too 
renowned to change, so it is still curistrn’s. The blue of its trade- 
mark gives an impression of the Union Jack, and I think the 
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cousin-ship is pretty apparent to our Canadian customers, as well 
as to American tourists. 

South of the border we have a Venezuelan company. In their 
mark, NABISCO is in the oval and NABISCO-LA FAVORITA is the Com- 


pany name. 

And still south of the border in Mexico nasisco is in the oval, 
but NABISCO FAMOSA is the Company name. In both these cases the 
Company name appears in a banner directly below the standard 
triangle. 

Recently in Italy, we licensed a prominent food manufacturer 
and distributor to use some of our trademarks. This is an entirely 
different situation, and while the two names cannot be combined, 
or our trademarks modified, two famous companies, NABISCO and 
MOTTA, are working together in a marketing area, comprising more 


than fifty countries. 

The advantages of this international expansion must be 
pretty obvious. American advertising goes around the globe, not 
only to our Armed Forces abroad, but to local populations as well. 
With one exception, all of these trademarks I have shown are owned 
by National Biscuit Company, and licensed to our subsidiaries. 
Once again, our good patent counsel has trademark battles around 
the world as a consequence. We know it is all worthwhile. 

The trademarks of National Biscuit Company are most promi- 
nent among our assets, and they are the things which will enable 
us to successfully market, wherever political rules permit, the 
crackers, the cookies, the cereals, and the many new lines we will 
have and the similar lines our subsidiaries may have. They will 
tie together our Company and its subsidiaries in common export 
markets, and they will be kept alive in markets from which we are 
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barred because of government restrictions, but in which our sub- 
sidiaries and licensees are able to operate. 

In a very real sense, marketing lives on trademarks—and 
enduring trademark similarity is a key objective of all good adver- 
tising, especially introductory advertising. Indeed, successfully 
marketing consumer goods actually depends on trademarks—just 
as it depends on maintaining the quality these marks stand for— 
and in observing the rules and regulations to preserve these trade- 
marks. 

And, that is why, as I said in the beginning, I in advertising 
and marketing have had a good many good years of close associa- 
tion with our trademark attorney. And that will be a continuing 
association, of that I am sure, just as I am sure that this Trade- 
mark Association will continue—for, in my book, trademarks are 
the basis of modern, successful marketing. 
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LAW AND PRACTICE OF DEFENSIVE MARKS 
IN GERMANY* 


By Dr. Hans Becher* 


When Mr. Ellwood, President of The Institute of Trade Mark 
Agents, asked me to report to you on the legal position of defen- 
sive marks in Germany he put his finger accurately on a delicate 
spot in our trademark law. There are a great many defensive 
marks in Germany, and their exact number is hard to estimate. 
It may be fair to assume that thirty percent of all registrations 
are defensive marks. Naturally they block new registrations and 
are therefore a tremendous nuisance. The protection of such 
defensive marks is not consistent with the law, but the courts do 
in fact grant them protection knowing this to be contrary to the 
law. I do not know whether judicial decisions contra legem occur 
at times in your country, too. The result is that there is endless 
criticism of these decisions. The critics have an easy task, because 
they can cite the law, which does not recognize defensive marks. 
Though under the pressure of persistent criticism, the courts have 
continually narrowed down the protection afforded to defensive 
marks, they have not vet given it up altogether. 

I. First let me try to clarify what is meant by a defensive 
mark: 

(1) by means of a couple of examples that illustrate what it 

is not: 

(a) A manufacturer in U.S.A. supplies his goods to 
Germany. They carry his trademark, which is regis- 
tered only in the United States. The German im- 
porter has this trademark protected in Germany. 
Later on the American encounters differences with 
this importer and changes to another one. The first 
importer then starts proceedings against his sue- 
cessor to stop him from selling goods in Germany 
under the trademark that is protected in that coun- 
try in the first importer’s name. The latter claims 
that he is “defending” his business interests by 





* Paper read before The Institute of Trade Mark Agents, London, on February 
12, 1958 and reprinted by special permission of the author and the Institute. 
** Attorney-at-Law, Hamburg, Germany. 
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(b) 
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means of his trademark, so that it is serving him 
as a “defensive mark.” In its judgment of April 25, 
1885 (Reich Supreme Court Gazette 13, p. 157) 
the Reich Supreme Court disagreed with this defini- 
tion, holding that this was not a question of using 
a “defensive mark,” but simply a competitor indulg- 
ing in a bit of sharp practice. The court therefore 
dismissed the case. 


Someone sells cocoa under a trademark, but he does 
not deal in tea. Though cocoa and tea are both 
beverages they are not deemed to be similar for 
purposes of trademark law in Germany. However, 
the cocoa dealer has a friend who does business in 
tea. As a favor the friend has the cocoa mark regis- 
tered for tea in the name of his firm and then com- 
mences proceedings against a tea dealer who uses 
the cocoa mark for tea. In its judgment of April 30, 
1915 (M.u.W. XV, p. 53) the Reich Supreme Court 
dismissed the case holding that the tea dealer had 
never intended to use the mark, and that it was not 
registered to protect a mark but only to inconvenience 
other firms, and that this was a misuse of trademark 
rights which went beyond the limits of the Trade- 
marks Act. 


(c) The misuse of a technical right, especially of a defen- 


sive mark, is against good morals, for it is against 
the accepted rules of competition to use a formal 
right to stifle the substantive right of a competitor 
to which he is entitled. This sentence must not be 
misunderstood. It does not mean that the merely 
registered, technical trademark enjoys no protection 
at all against a used mark, for if the Trademarks 
Act confers a formal right then the courts must 
grant it protection. Consequently the courts natur- 
ally recognize both the technical and the substantive 
right. Only where the evidence of the technical right, 
e.g. the defensive mark, might lead to an unfair 
decision in a particular situation between competi- 
tors, it must give way to the substantive right 
(Baumbach-Hefermehl, 7th edition, note 261 to Art. 
1 and note 8 preceding Art. 16 of the Unfair Compe- 
tition Act; judgments of the Reich Supreme Court, 
March 8, 1943, published in GRUR 1943, p. 211, and 











Vol. 48 T. 


Il. 


the Ger 


M. R. DEFENSIVE MARKS IN GERMANY 799 





of the Federal Supreme Court, October 22, 1954, 
published in the Federal Supreme Court Gazette 
15, p. 107). 


(d) ‘Defensive marks” must not be confused with “de- 
fensive goods.” These are goods which the owner 
of the mark does not manufacture and sell, or intends 
to manufacture or sell in the future, such as tea as 
in the case just mentioned. Their sole purpose is 
to extend the scope of protection of a mark used 
for goods that are actually being made or sold to 
other types of goods. Such defensive goods are 
illegal and are not sanctioned by the courts, even 
in respect of well-known marks and are not sanc- 
tioned by the courts in Germany. This is in marked 
contrast with Section 27 of the British Act. 


Now what in fact is a “defensive mark” in the view of 
man courts? It is, as the Reich Supreme Court says in a 


judgment of January 15, 1924 (Patents, Designs and Trade Marks 
Journal 1924, p. 341), a mark which its owner does not intend 
to use but which he only has for the purpose of protecting another 
mark against imitation in view of the uncertainty as to how the 
court may decide on the question of likelihood of confusion. In 
order that you may correctly understand the following remarks, 
I suggest that you keep in mind these three types of marks: 


1. 


The main mark, to which added protection is provided by 
the defensive mark. 


The defensive mark, which gives the main mark this pro- 
tection. 


The new, conflicting mark, which the main and/or the 
defensive mark aims to suppress. 


Defensive marks are permitted: 


(a) Provided the main mark is actually used. Normal use 


(b) 


is sufficient, neither notoriety nor possibility of deception 
is necessary. The decisions that I am going to discuss 
here, were rendered mainly under these circumstances. 


The defensive mark can, however, also serve to protect 
a reserve mark, which is not intended for use until later 
on. For the reserve mark enjoys the same protection 
as a mark in use and consequently is entitled to the status 
of defensive marks insofar as these are allowed for 
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trademarks in use. This was the decision of the Federal 
Supreme Court in the Nordona case in 1953 which I shall 
discuss later (GRUR, 1953, p. 486). 


(c) In a judgment of July 7, 1949 (GRUR, 1949, p. 375) the 
Court of Appeals in Hamburg allowed defensive marks 
even for a non-registered, but “well-known mark.” Under 
the German law a mark, which people automatically 
connect with a particular company, although they may 
not know the latter’s name, is protected even if not regis- 
tered as a trademark. A well-known mark, therefore, 
enjoys the same rights as a registered trademark and 
ean also be supported by a defensive mark, which can 
he used for any commercially justified protection. 


Ill. The courts have now recognized the defensive mark by 
relving on the Act in a very technical way. The first German 
Trademark Act of November 30, 1874 recognized trademarks 
where they were “to be applied to goods to distinguish them from 
the goods of others.” 

The Act therefore expressly required a trademark to be 
“applied,” that is to say, “used.” A defensive mark, on the other 
hand, is expressly intended not to be used. Therefore, the district 
eourts denied the admissibility of a defensive mark. 


(a) The Reich Supreme Court, however, in its judgment of 
October 30, 1908 (RGZ 69, p. 376) took the opposite view. 
Obviously it had not clearly understood the situation, 
for it said that aecording to the Act it was not necessary 
that a mark is applied immediately to the goods, and 
that the owner could always change at some later date 
from the provisional purpose of the defensive mark to 
actual use. Consequently a defensive mark is registrable 
and enjoys full protection. It is quite obvious that the 
Reich Supreme Court in its first decision in which it 
sought to justify the defensive mark was confusing it 
with the reserve mark. “Reserve marks” are marks 
which are kept in reserve for future use and which.are 
consistent with the law which merely states that trade- 
marks should be used eventually but that this does not 
have to be done at once. Defensive marks, on the other 
hand, are never meant to be used but are merely to pro- 
tect the main mark. 


(>) The Reich Supreme Court was very uncompromising and 
did not give up its recognition of the defensive mark 
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until 1945, although it had of course soon recognized the 
difference between reserve and defensive marks and ad- 
justed its decisions accordingly. 

As far back as 1919 not only the Patent Office but 
also such an important District Appeals Court as that of 
Diisseldorf, for example, had disagreed with the decisions 
of the Supreme Court. In a judgment of December 19, 
1919 (GRUR, 1919, p. 38), however, the Supreme Court 
did not agree with this District Court and insisted on 
its own view, holding that the reasons for non-use of a 
trademark did not matter and that consequently there 
was no difference in the law between a defensive mark 
and a reserve mark and that the scope of protection of 
a defensive mark was equal to that of a used mark. 

The Supreme Court has not departed from its basic 
attitude concerning the defensive mark even after the 
relevant provisions had been substantially altered in 
subsequent Trademark Acts. Actually all German Trade- 
mark Aets so far have refrained from making use com- 
pulsory and have heen content with “intent to use” the 
mark on the part of the owner. Just the same, under 
the pressure of criticism, the Reich Supreme Court did 
at least evolve a number of provisions according to which 
a defensive mark loses its legal effectiveness under cer- 
tain circumstances. 


[V. The basis on which the rights accorded defensive marks 
may be limited is the principle that trademark rights and conse- 
quently also rights to a defensive mark, may only be enforced if 
they are within the framework of fair competition and good 
morals in conjunction with a “protection-worthy interest.” This 
viewpoint can be linked to the principle referred to earlier, that 
the technical right must give way to the substantive right if the 
manner in which the former is used constitutes misuse, For 
example: 


Two rival cigarette manufacturers use a crown as a dis- 
tinguishing mark for their cigarettes. Fach has an appro- 
priate device trademark. In the legal proceedings the plaintiff 
proves that his crown has won market recognition as a dis- 
tinguishing mark for his goods and that it is only lately that 
the defendant has unfairly cashed in on his success. On 
December 14, 1926 the Supreme Court granted an injunction 
against the defendant (GRUR 1927, p. 124) on the grounds 
that, although he had formally registered the mark, he had 
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acted in bad faith and contrary to proper practice by not 
using it until after the plaintiff’s crown had gained market 
recognition. 


V. The most important limitations of the right deriving from 
a defensive mark are: 


In order to avoid abuse arising out of the formal right 
and to do justice to the respective interests, the Supreme 
Court propounded the principle that the main mark must 
come within a double similarity range: 


(a) The defensive mark must be similar to the main mark, 
and 


(b) the allegedly infringing mark against which action is 
being taken must be similar to the main mark. 


If the main mark lacks this double similarity, then the defen- 
sive mark is being misused and it is contrary to proper com- 
petitive practice. It should be noted that “similarity” covers 
a wider field than “likelihood of confusion.” Two marks can 
be similar without there being any likelihood of confusion. 
“Likelihood of confusion” therefore has a narrower connota- 
tion than “similarity.” A few practical examples will help 
to distinguish between them. 


VI. First, an illustration of the requirement that the defen- 
sive mark must be similar to the main mark. 


(a) The first noteworthy decision is the one handed down 
by the Reich Supreme Court on December 1, 1914 
(M.u.W. XIV, p. 187) concerning the world-renowned 
mark for sIncER sewing machines with the letter “S” with 
a woman sitting at a sewing machine inside the curved 
outline of the letter. 

As a defensive mark The Singer Manufacturing 
Company had the same picture inside the letter “EK.” 
One of their competitors actually uses this “E” with a 
woman and a sewing machine, and The Singer Manufac- 
turing Company brought proceedings on the grounds of 
their almost identical defensive mark. The Supreme 
Court disregarded the picture of the woman with the 
sewing machine in its judgment because this appears 
frequently in the sewing machine trade and therefore 
had no distinguishing characteristics. The court rejected 
the plea based on the defensive letter “E” because this 
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letter did not fall within the scope of protection attached 
to the “S” but was going beyond its pictorial effect re- 
stricting the competitor unnecessarily. It constitutes an 
abuse to reserve to oneself by means of defensive marks 
an entire system, for example, all the letters of the 
alphabet. 

In this case both similarity and likelihood of confu- 
Sion are rejected. The main mark “S” and the defensive 
mark “EK” are not likely to be confused. Nor are they 
even approximately alike as to be described as similar. 
The letter “E” does not come within the similarity range 


of “S” and, therefore, cannot serve as a defensive mark 
for 6S 99 


The plaintiff uses his trademark kornrrank for a coffee 
substitute mixture. He owns the abbreviated name KOFRA 
as a defensive mark. The defendant sells the same goods 
under the name KOFFEA, KORNFRANK and KOFFEA are not 
confusingly similar. Accordingly, the plaintiff is suing 
on the grounds of his defensive mark Korra, which he 
considers to be confusingly similar to korrea. In its 
decision of December 4, 1925 (Reich Supreme Court 
Gazette 112, p. 160) the Supreme Court said: 


KOFRA is possibly not likely to be confused with 
KORNFRANK, but all the same the two words are sim- 
ilar, for the former is an abbreviation of the latter. 
Consequently korra is effective as a defensive mark, 
since the defensive mark enjoys the full protection 
accorded a normal trademark which is used or which 
is intended to be used. Forthermore, the Court con- 
siders Korra to be confusingly similar to Korrga, and 
it therefore finds for the plaintiff. 


VII. Following are a few cases illustrating that the con- 
tested mark, if not confusingly similar to the main mark, must 
at least be similar to it. 


(a) A firm uses the trademark crammMorpHon for sound- 
reproducing apparatus and also owns the defensive mark 
GRAMMOFOX.’ A competitor has had the mark vox regis- 
tered for the same goods. On the strength of its defen- 
sive mark cramMMorox the Grammophon company starts 


1. The pronunciation of rox and vox is very similar in the German language. 
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proceedings for the cancellation of vox and an injunction 
to prevent its use. The Reich Supreme Court dismissed 
the case in its judgment of October 29, 1926 (Reich 
Supreme Court Gazette 114, p. 360), holding that the new 
mark vox “did not bear the slightest similarity” to the 
main mark GRAMMOPHON, and that there was absolutely 
no likelihood of confusion between the two marks. The 
defensive mark merely served to protect the main mark 
and was not independent as far as the possibilities of 
confusion were concerned. Although it was true that the 
defensive mark GRAMMOFOXx was confusingly similar to 
the new mark vox, the new mark did not come within the 
scope of similarity of the main mark. Therefore, the 
action based on the defensive mark GRAMMOFOX consti- 
tuted misuse of a technical trademark right. 


Some of you may have been to Munich and enjoyed the 
German beer there. There is one kind that is called 
HACKER-BRavU. A “Hacker” is someone who hacks wood 
with an axe, and the brewers, therefore, use two crossed 
axes as a trademark. As a defensive mark they have two 
crossed hammers. On the grounds of this defensive mark 
they start action against another brewery which uses one 
hammer with a ribbon draped around it to distinguish 
its beer. 

The Reich Supreme Court dismissed the case in its 
judgment of October 2, 1931 (GRUR 1931, p. 1288). This 
decision is a good illustration of the difference between 
“likelihood of confusion” and “similarity.” 


1. Despite the difference in the number of the devices, 
the two crossed axes and the single hammer, they are 
not so completely different from each other that one 
could deny any conceivable possibility of misconcep- 
tion. This “conceivable possibility” is enough to estab- 
lish similarity. The design of the single hammer 
therefore comes within the range of similarity of the 
two axes. Similarly two crossed hammers obviously 
come within the range of similarity of two crossed 
axes. The double similarity therefore exists so that 
the defensive mark of “crossed hammers” can be used 
to defend the main one of “crossed axes.” 


And now we come to the real point at issue—whether 
the single hammer with the ribbon is likely to be 
confused with two crossed hammers. The Court found 





Vol. 48 T. M. R. DEFENSIVE MARKS IN GERMANY 805 





that it was not, because the public would be capable 
of remembering the two devices and to distinguish 
one from the other. 


(c) A caffein-free coffee is sold in Germany under a very 
well-known trademark Hac, which has a defensive mark 
HAGA, A competitor uses the name HAKAI, HAGA starts 
proceedings against HAKAI. In its decision of December 
20, 1932 (GRUR 1933, p. 236) the Reich Supreme Court 
said that the defendant’s mark HaKkar was likely to be 
confused with the defensive mark Haga, but the success 
of the action depended on whether Haxkali also came within 
the scope of similarity of Hac, because only in that case 
was the plaintiff’s defensive interest worthy of protec- 
tion. 

The District Court found that similarity did not exist 
and accordingly dismissed the case. The higher Court, 
the District Appeals Court, held that it could not be de- 
nied in advance that there was any conceivable possibility 
of making a mistake between Hac and Hakal and that 
similarity must therefore be admitted. This made the 
defensive mark HaGa protectionable, which meant that 
the actual suit against HAKAI was also successful. 


It can, therefore, be realized at once that an action 
against LEpDEROoID based on the defensive mark rom for 
RUBEROID was bound to be dismissed, for RUBEROID and 
LEDEROID are not even remotely similar (Reich Supreme 
Court judgment of December 8, 1933, M.u.W. XXXIV, 
p. 54). 


The Nestlé concern sells condensed milk under the trade- 
mark mEAL-MILcCH and had the layout of the label with- 
out any text, registered as a defensive mark. A compet- 
itor sells his condensed milk under the mark miucH- 
WUNDER; the layout of his label is the same as Nestlé’s 
defensive mark. Nestlé starts proceedings against the 
MILCH-WUNDER label on the basis of the defensive mark, 
which is simply a layout. 

In its judgment of September 17, 1937 (GRUR 1937, 
p. 1018) the Reich Supreme Court held that, for a main 
mark to be protected by a defensive mark, it is commer- 
cially prerequisite that there be similarity both 


1. between the main mark and its defensive mark, and 


2. between the main mark and the opposed mark. 
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The first judge ruled that it was incorrect to insist 
on likelihood of confusion within the meaning of trade- 
mark law between the main mark and the opposed mark, 
for in that case it would be unnecessary to interpose a 
defensive mark. The Reich Supreme Court found that 
there was similarity, but no likelihood of confusion. 


(f) A judgment handed down by the Reich Supreme Court 
on February 25, 1927 (GRUR 1927, p. 304) is often cited 
in Germany: 


The plaintiff uses the trademark Linotype for 
printing machines, used for type-setting. He also 
owns the defensive mark typospar. The defendant 
uses the word typar for similar type-setting ma- 
chines. The plaintiff tried in vain to get an injunc- 
tion against TypaR on the strength of TYPoBaAR. 

The Court stated that compound words contain- 
ing TYPE as a component part were an obvious choice 
for printing machines. It consequently had little 
distinguishing effect on the marks involved in the 
dispute. For the same reason TypoBaR as a defensive 
mark was beyond the limits within which it was 


necessary to protect the main mark Linotype and 
TYPOBAR did not come within the range of words 
which, being similar to the main mark LINOTYPE 
could protect the main mark against confusion. 


VIII. I think that these examples will suffice to illustrate 
how the decisions of the Reich Supreme Court in the matter of 
defensive marks have evolved and the effects they have had. Such 
decisions, as were discussed earlier, have always been under a 
heavy barrage of criticism. For a long time even the Patent Office 
did not follow the lead. In a decision of November 26, 1915 
(GRUR 1916, p. 60), that is to say, ten years after the defensive 
mark was first recognized by the Reich Supreme Court, the 
Appeals Division of the Patent Office stated that if a mark was 
not commercially used at all it could not conflict with another; 
therefore, there was no reason why a defensive mark should be 
protected. It was not until about ten years later that the Appeals 
Division of the Patent Office came into line with the Reich Su- 
preme Court, in a decision of June 2, 1924 (M.u.W. XXIII, p. 204) 
based on the Supreme Court argument to which I have already 
referred, that Germany recognizes only a right, and not an obliga- 
tion, to use a trademark. The reason behind an application for a 





Vol. 48 T. M. R. DEFENSIVE MARKS IN GERMANY 807 








trademark did not matter, so long as the object was not to carry 
on manifestly unfair competition by means of the trademark. In 
any other case an application for registration of a defensive mark 
could not be rejected, nor could such a registration be canceled. 


IX. An opportunity of departing from the disputed decisions 
of the Reich Supreme Court in regard to the defensive mark 
offered itself when it ceased to exist in 1945. Unfortunately its 
successor, the Federal Supreme Court, failed to make use of this 
opportunity and virtually confirmed the Reich Supreme Court’s 
decisions on defensive marks. Three decisions on the subject 
have been published. 


(1) In an action in which I was active as adviser to one of 
the parties, the plaintiff used a trademark Norpona up to 
the outbreak of the Second World War and also owned 
the defensive mark norpa. When the action commenced 
the plaintiffs were not using the trademarks norpona and 
Norpa. The defendant, on the other hand, was using the 
mark NnorpA at that time. In order to avoid from the 
outset any dispute as to whether the defendant’s mark 
NORDA was confusingly similar to their main mark 
Norpona the plaintiffs took their defensive mark NorpDa 
as the basis for their proceedings against the identical 
infringing mark. 

In its Judgment of July 3, 1953 (Federal Supreme 
Court Gazette 10, p. 211) the Federal Supreme Court 
expressly recognized that a defensive mark does not 
conform to the requirements of the Trademarks Act as 
the owner does not even intend to use the mark to dis- 
tinguish his goods. The Court then stated in general 
that if any defensive mark a person cared to register 
were allowed without restriction this could lead to a 
blocking of the market to competitors, which should he 
avoided in the interest of healthy competition. Unfortu- 
nately however, the Court went on to say that there could 
be cases where there was a justified need for protection 
that would warrant the admission of defensive marks. 
Unfortunately the Court did not say what it had in mind 
here. In. the norpa case it did not make a decision, but 
first asked the examining court to carry out an addi- 
tional inquiry into what defensive marks were already 
registered for Norpona and whether in view of these the 
main mark required the additional protection of Norpa. 
This means that the Court more or less returned to the 
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old error of approving defensive marks, for there can 
hardly be any doubt that additional protection by defen- 
sive marks is practically always an advantage to a main 
mark. 


The plaintiff owned and used the trademark stern (star) 
and also owned the defensive mark astro. The defendant 
used the mark astra. The plaintiff took action against 
astra on the strength of astro. In its judgment of De- 
cember 21, 1956 (GRUR 1957, p. 228) the Federal Su- 
preme Court could have departed from the rationale of 
the NorpoNA decision, for, as I have just said, the NorDONA 
case was never concluded. Unfortunately it did not do 
so, but had this to say in its astra judgment: 


(a) First it once again confirmed the admissibility of 
defensive marks provided that double similarity 
exists. But then it tried to place additional diffi- 
culties in the path of the defensive mark by way of 
the procedural law, stressing that similarity between 
the main mark and the defensive mark is no longer 
sufficient but that the owner of the main mark must 
also prove his need of legal protection if the other 
party to the action questioned the validity of the 
law with regard to the defensive mark. Conse- 
quently in each individual case it had to be investi- 
gated whether the owner of the defensive mark had 
a protectible interest from the point of view of fair 
competition and good morals or whether he was to 
some extent misusing his technical trademark right. 


The scope of similarity must also be considered in 
conjunction with the distinguishing features of the 
main mark. 


It could not be assumed that the general 
public, to whom both parties’ goods were avail- 
able, had a knowledge of Latin. Nevertheless, 
since a section of the public was acquainted with 
that language and would therefore connect the 
main mark sTeRN with the defendant’s mark 
ASTRA or vice versa, “any conceivable possibility 
of error,” which was what the Reich Supreme 
Court used as criterion of similarity, was not 
ruled out. astra therefore falls within the simi- 
larity range of stern. The Federal Supreme 
Court then tried to determine the extent of the 
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similarity range on the basis of the distinguish- 
ing features of the main mark. If the main mark 
was weak on account of there being numerous 
marks like it—as in the case of steRN for in- 
stance—then its similarity range was small. 
Weak marks had to be content with only a few 
similar marks as protection. Strong marks, on 
the other hand, with a special market recogni- 
tion, can have a wider range of similar marks 
and consequently of defensive marks. 

On the same ground the Court found that 
there was similarity between the main mark 
STERN and its defensive mark astro. 


(3) Finally, in a judgment of March 15, 1957 (GRUR 1957, 
p. 430) in a case where the facts are of no interest for the 
purpose of this paper, the Federal Supreme Court said 
that a defendant who objected to a plaintiff’s trademark 
as being a defensive mark had only to state and prove 
the facts. Once he has done so, the burden of proof is 
on the owner of the defensive mark and he has to prove 
the lawfulness in the particular case. 


X. Now, in conclusion, you will probably be interested to 
know the attitude of the German Patent Office with regard to the 
defensive mark. To illustrate this I can tell you of a recent deci- 
sion handed down by one of the Appeal Boards on September 12, 
1957 (M.A. 1957, p. 795): A general purpose medicine has been 
sold in Germany for decades under the trademark amou. It has 
the defensive mark amo. On the strength of this the registration 
of AMOSEPT was opposed. The Appeal Board first pointed out that 
the public could only be influenced by marks which are on the 
market and which they can see at any time. The position is differ- 
ent with regard to the defensive mark, which is intended to pro- 
tect the main mark by the mere fact of being registered. The scope 
of protection of a defensive mark is, however, affected not only 
by other used marks, but also by technical trademark registra- 
tions. All similar marks registered before the defensive mark 
therefore limit the scope of its prohibitory right, irrespective of 
whether or not these marks will be actually used. 

The Appeal Board then referred to the double similarity 
prerequisite evolved by the judicial decisions and found that it 
existed between the main mark amou and the applied-for mark 
AMOSEPT as well as between the main mark amot and its defensive 
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mark amo. It denied, however, that there was any likelihood of 
confusion between aMosEPpT and the defensive mark amo, because 
the latter had already tolerated numerous registrations in which 
AMO occurred as a component part. 

This represents the current position of German case law on 
the defensive mark. The late President of the German Patent 
Office, Professor Reimer, tried to turn back the wheel of the 
Courts’ restrictive attitude toward the original unlimited protec- 
tion of the defensive mark (Reimer, The Law of Competition, 
3rd edition, p. 251); but he was in the minority. Today German 
jurisprudence is more emphatic than ever before that a trademark 
must be judged not according to the strict letter of the law but 
in the context of the law of competition in general. This, say the 
commentators should make the need for the defensive mark un- 
necessary, which had developed in a fear of overly narrow, 
formalistic judicial decisions. There is therefore no longer any 
need for legal protection that would justify allowing defensive 
marks. On the contrary: they hamper competitors in creating 
trademarks. Defensive marks monopolize a trademark—the main 
mark—beyond the limits of what the law regards as likelihood of 
confusion. That, however, is contrary to the law. One of the 
chief exponents of this view is Baumbach-Hefermehl, 7th edition, 
note 16 on Art. 1 of the Trademarks Act. Moreover, the ‘une- 
quivocal wording of Art. 1 of the German Trademarks Act allows 
a trademark only to someone who “intends to use” it to distinguish 
his goods. Anyone who has not this intention has no claim under 
the Act to a trademark, and that includes a defensive mark. The 
Court is aware of this, as it has expressly stated. This means 
also that it cannot sanction a defensive mark by its decisions. 
A defensive mark cannot be granted protection on the grounds 
that trademark law is a part of the law of competition, for busi- 
ness interests are not sufficient to warrant giving anyone an 
exclusive right, that is to say, a monopolistic right. That can 
only be done on the grounds of express authority conferred by 
the law. But no such authority exists for the defensive mark. It 
is true that the judge is personally independent. But he is bound 
by the law. Consequently, the Federal Supreme Court will have 
to give up the line it has been taking. Whether it will do this 
outright or whether it will adopt the alternative of making it so 
difficult to obtain recognition of defensive marks that the incen- 
tive to attempt this will be practically gone is an open question. 
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In this paper I discussed the attitude of the courts to defen- 
sive marks in the German Reich and in the West Germany of 
today, the Federal German Republic. I have no information yet 
about decisions taken under the trademark law of the zone of 
Germany that is under Soviet influence, the East German Republic. 
However, I do get the impression that the conclusion drawn by 
East German writers from the law that says that there must be 
an intent to use a trademark is that defensive marks ought not 
to be allowed. You will have gathered from what I have said 
that I subscribe to this view myself. 

Now, what lines of action can I recommend to you in your 
practical dealings with German trademarks in view of the judi- 
cial decisions I have been telling you about? 


A. Make it a matter of principle to fight defensive marks, 
for they are not compatible with the law. The Federal 
Supreme Court has expressly admitted this, and it is 
bound by the law. 


. All you then have to do is to plead to the Court and to 
prove that the mark is not being used and only serves as 
a defensive mark for a specific main mark. 


. The whole burden of proof then falls on your opponent, 
who will usually be the plaintiff: 


I. He has to plead and prove that he has a legally ten- 
able need of protection for his defensive mark. 


II. He has to plead and prove that both the defensive 
mark and the contested mark fall within the scope 
of similarity of the main mark. 


III. He has to demonstrate and prove that his main 
mark is so strong that it can lay claim to a wide 
enough range of similarity to entitle him to his 
defensive mark. 


If you pursue this line your defense or your attack will 
meet with success, not always, of course, but certainly 
far more often than not. 
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NOTES FROM OTHER NATIONS 
Edited by Marcel Deschamps 


Canada 


Opposition Proceedings 


The following are decisions of the Registrar of Trade Marks 
in opposition proceedings : 


(a) A label containing the name JOHANN MARIA FARINA applied 
for in respect of toilet preparations was opposed by the 
owner of a registered label containing the name JEAN 
MARIE FARINA Which registration covers eau de cologne. 
The opponent’s mark has been used in Canada since 1884 
and the applicant’s since 1908. The Registrar held that, 
viewing the labels in their entirety, ‘they are substan- 
tially different and not likely to cause confusion.” 


AMCO applied for in respect of air brake safety equipment, 
namely, booster protection valves, was opposed by the 
owner of anco registered in respect of a long list of auto- 
motive accessories. In dismissing the opposition the 


Registrar held: “Although the applicant’s mark greatly 
resembles the registered trademark of the opponent, 
there is not sufficient similarity in the wares to cause 
confusion. The applicant’s wares consist of a specialty 
device used in the logging industry and, although the 
wares of the applicant and those of the opponent come 
under the general description of automotive accessories 
and sundries, all the wares in this group should not be 
considered similar.” 


29 Canadian Patent Reporter 68-71 (Section I1). 


Germany (Federal Republic) 
Confusing Similarity of Pharmaceutical Trademarks 

(a) On October 30, 1957 the Appeal Senate of the German 
Patent Office upheld an opposition against an application 
for SATISEDAL on the basis of a prior registration for 
sEDAL. The existence of registrations for sERSEDAL and 
PROSEDAL and several other marks beginning with sEDAL- 
was held not to diminish the distinctiveness of szpaL and 
prevent the possibility that satisepaL would be regarded 
as a derivation of sEDAL. 
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Reported at 1958 Mitteilungen 77. 


(b) On January 31, 1958 the Appeal Senate of the German 
Patent Office upheld an opposition against an application 
for PROPECTON based upon a prior registration for PRo- 
PALGON. It was pointed out that although there is a 
connotative difference between the marks, the graphic 
similarity is too great and particular attention should be 
paid to the danger of confusion when the marks are 
written. 


Reported at 1958 Mitteilungen 76. 


Unfair Competition—Diminution of Value of A’s Mark for 
Foods by Intensive Use of B’s Similar Mark on Detergents 

The plaintiff in this case is a large German manufacturer of 
detergents and other household preparations. In 1934 the plaintiff 
registered the trademark wipp in respect of laundry and cleansing 
preparations. In 1937 and 1938 the plaintiff used the mark on a 
cleanser for refrigerators and then discontinued any further use 
until 1955. 

The defendant is a German manufacturer of fine foods and 
sells various food products under the trademark pR. NADLER ER- 
ZEUGNIS MIT DEM FEINEN WHIpPP (“A Dr. Nadler Product With The 
Faney Whipp”). This mark was registered in Germany in 1950 
and in the following five years the defendant sold a line of food 
products bearing this mark such as mayonnaise, sauces, condi- 
ments and the like. 

In 1955 the plaintiff introduced a new detergent under the 
trademark wipp and by means of an extensive advertising cam- 
paign made wipe a famous mark throughout Germany within a 
few months. Shortly after the introduction of the wirp detergent 
the sales of wuripp food products declined sharply allegedly be- 
cause consumers were associating the mark with a detergent. 

Within a few days after the plaintiff introduced its wipp 
detergent, the defendant, foreseeing the adverse affect of the 
plaintiff’s advertising campaign on the sale of its own food prod- 
ucts, asked the plaintiff to discontinue using the wiep mark and to 
eancel its registration. The plaintiff, relying on its earlier regis- 
tration, refused to comply and, after the receipt of several further 
requests that they discontinue using wirp and that they compen- 
sate the defendant for the damage suffered, brought suit for a 
declaratory judgment that the defendant was not entitled to the 
satisfaction which they demanded. 
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By the time the Court of First Instance ruled in the plaintiff’s 
favor, the defendant had been forced to abandon its own use of 
wHipp on food products. Accordingly, they appealed only from 
that part of the Lower Court judgment declaring that they were 
not entitled to damages and instituted an affirmative counter- 
suit for damages. 

The German Supreme Court held on October 22, 1957 that 
whatever damage the defendant had suffered had been caused 
by the plaintiff’s legitimate exercise of its trademark rights. The 
defendant had contended that a trademark owner should not be 
entitled, by making his mark well-known in respect of certain 
goods, to destroy the established reputation of a similar mark in 
respect of other goods. This contention was rejected by the 
Supreme Court on the ground that this possibility is a normal 
business risk. 

Case No. I ZR 96/56, reported at 1958 GRUR 233. 


Great Britain 


Passing-Off and Trademark Infringement 

The case involving two watch companies, one using the trade- 
mark BAUME and the other BAUME & MERCIER, reported herein at 
48 TMR 297, has been reversed on appeal. The Lower Court had 
held that, although there might be some probability of confusion 
through the simultaneous use of BAUME and BAUME & MERCIER in 
relation to the same goods, a person is permitted to use his own 
name in an innocent and honest way to sell his own goods. 

The Court of Appeal confirmed that as long as the use of 
the defendants’ own name, either as a trademark or as a trading 
name, was bona fide there could be no liability for trademark in- 
fringement. “Bona fide use” was defined as “honest use by the 
person of his own name, without any intention to deceive anybody 
or without any intention to make use of the goodwill which has 
been acquired by another trader.” This defense is limited only to 
the statutory cause of action for infringement of a registered 
trademark. However, with respect to the common law cause of 
action for passing-off, the Court held: 


“  .the defense of innocent and honest user of the manufac- 
turers’ name on the watches which the defendants have sold 
will not avail them as a defense if the other ingredients of an 
action for passing-off are established.” 
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After reviewing the evidence the Appellate Court held: 


*...we are of the opinion that there is a real probability of 
BAUME & MERCIER watches being regarded in the shops as being 
the same as, or in some way associated with the plaintiffs’ 
goods and that the plaintiffs have accordingly made good their 
case insofar as they found it upon passing-off, and that an 
injunction should be granted accordingly.” 





Leave to appeal to the House of Lords was granted. 


Baume and Coy., Ld. v. A. H. Moore Ld. (1958) R.P.C. 226. 


PATENT OFFICE 


Trademark Statistics 





Cumulative 
January—J une 
1958 1957 


Applications filed 11,3892 10,772 


Registrations issued 
Principal Register 6,580 7,969 
Supplemental Register 388 509 


6,968 8,478 
Renewals 1,476 1,791 
See. 12(c), publications 169 389 
Sec. 8, affidavits filed 6,167 6,322 
See. 8, cancellations 2,453 3,477 


Cancellations, other 104 ’ 


* Not available. 
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LIST OF OTHER TRADEMARK ARTICLES 
AND LEGAL NOTES* 


ARTICLES 


Agency Lawyer: TV Broadens his Scope and Compounds his Legalistic Headaches. 
( Printers’ Ink, May 9, 1958, pp. 37-38.) 
Bancroft Dairy, Madison, Wis. 

After 25 Years a Redesign. (Modern Packaging, May 1958, p. 210.) 

Bancroft has new family-package design to strengthen brand and product identity. 
Diamond, Sidney A. 

Copyright Problems in the Merchandising Field. (The Practical Lawyer, Vol. 4, 
No. 4, April 1958, pp. 46-64.) 

Hobbs, Claude E. 

Labeling of Chemicals. (Food, Drug, Cosmetic Law Journal, Vol. 13, No. 4, April 
1958, pp. 261-263, 267.) 

Kreisler, Jacques, Mfg. Corp. 

Thrifty Restyling. (Modern Packaging, May 1958, p. 157.) 

Colibry lighters have new style display features without increased costs. 
McCaffrey, J. P. 

Practice in the Trade Marks Office. (Canadian Patent Reporter, Vol. 29, Part I, 
April 1958, pp. 1-9.) 

Nash, Jim. 

Mistaken Identity Sells a New Design. (Printers’ Ink, May 23, 1958, p. 57.) 
Colonial Stores accept trademark with new distinctive symbol. 

Packaging: Its Growth and its Future. (Printers’ Ink, May 23, 1958, pp. 64-66.) 
Peter Hand Brewery Co. 

Self-Stick Labeling Goes Automatic. (Modern Packaging, May 1958, pp. 162-163.) 
Meister Brau beer superimposes pressure-sensitive film stickers bearing new “quality” 
mark. 

Philip Morris Ince. 

Philip Morris Seeks New Brand Image for Benson & Hedges. (Printers’ Ink, April 
18, 1958, p. 15.) 

Quality Control in Survey Research: Interviewers Are Gaining Recognition. (Print- 
ers’ Ink, May 19, 1958, pp. 71-72.) 
Stone, Joseph. 

Principals of Counterfeit Parts Rings Plead Guilty; Receive Jail Sentences. 
(Automotive Retailer, May 1958, pp. 4, 20.) 

Swanson, C. A. & Sons. 

Powerful New Brand Image. (Modern Packaging, May 1958, pp. 150-153.) 
Campbell Soup Co. acquired Swanson frozen foods and aims to give it the same 
market impact as its famed soup cans. 

Symposium on the Fair Trade Laws. (Fordham Law Review, Vol. 27, No. 1, Spring 
1958, pp. 68-111.) 

Use Symbols with Sense to Earn more Dollars. (Export Trade and Shipper, May 
12, 1958, pp. 15, 55.) 

Walt Disney Productions. 

Character Merchandising Boosts TV Ads. (Printers’ Ink, May 16, 1958, pp. 
80-84.) 


LEGAL NOTES 
New England Tel. § Tel. Co. v. National Merchandising Corp. 
Distribution of Telephone Book Covers Containing Advertising Held not to Be 
Unfair Competition in Suit by Telephone Company. (University of Pennsylvania 
Law Review, Vol. 106, No. 4, February 1958, pp. 623-628.) 
Simon, M. § D., Co. v. R. H. Macy § Co. 
Trademarks and Trade Names—Infringement Suits in State Court Cannot Be Re- 
moved to Federal Court. (Harvard Law Review, Vol. 71, No. 7, May 1958, pp. 
1372-1374.) 
United States v. Guerlain, Inc. 
Trademarks—Protection of American Distributors of Foreign-Made Trademarked 
Goods under Section 526 of the Tariff Act. (New York University Law Review, 
Vol. 33, No. 4, April 1958, pp. 629-635.) 


sucesso eae Ae aE CLARE LL 
* Copies of these articles and legal notes are available for reference in the Association’s 
library. 
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WOLFE et al., doing business as DUTCH PAINT 
COMPANY et al. v. NATIONAL LEAD COMPANY 


No. 29177 —D. C., N. D., Calif., S$. Div. — October 30, 1957 


REMEDIES—INFRINGEMENT—SOOPE OF RELIEF—ACCOUNTING 

When called upon to account for his profits, an infringer has the burden of 
proving all costs once the injured party establishes the total sales of the infringing 
article. Where the former’s books do not allocate costs between the infringing 
article and other goods, the sales ratio method is properly used except if it would 
lead to an unfair result. 

Corporate entities will be disregarded where justice so requires. Individuals 
who were the dominant personalities in predecessor corporations which committed 
the infringing acts and who, upon dissolution of the corporations, continued the 
same business without interruption and essentially the same as before, are liable for 
the wrongful acts of the corporation and must account for the corporations’ profits 
on the infringing article. 

An accounting is not required in all cases of trademark infringement or unfair 
competition, not where an injunction satisfies the equities of the case, nor where 
wilfulness is absent, nor without a showing of substantial damage to the plaintiff 
or profits to the wrongdoer. The period of accounting does not end automatically 
with the last of the deceptive advertisements, for sales subsequently made might 
be due to such prior ads. 

Acting in reliance upon the advice of an attorney constitutes good faith only 





where the infringer is otherwise completely innocent. A lower court decree which is 
subsequently reversed does not protect the party from accounting for profits made 
during the interim. 





In an accounting, each year the infringement continues is considered separately 
and losses from unprofitable years may not be used to offset profits in others. 
However, profits from sales demonstrably not attributable to the use of the infring- 
ing mark may be deducted but there is no deduction for the legal fees incurred in 
defending the action, nor for corporate or personal income taxes if the infringement 
was deliberate although corporate franchise taxes may. A deduction will also be 
granted for reasonable salaries paid to corporate officers even though they were 
responsible for the corporation’s practices but the salaries of partners may not be 
deducted. 

REMEDIES—INFRINGEMENT—SCOPE OF RELIEF—ATTORNEY’S FEES 
Attorney’s fees are not generally awarded to the prevailing party in infringe- 





ment actions except where the defendant’s conduct is wilful and calculated to trade 
upon the defendant’s good will. 


Action by Bernard M. Wolfe and Frederick J. Dannenfelser, doing 
business as Dutch Paint Company and Manning-Mitchell Paint Company 


v. National Lead Company for declaratory judgment as to trademark 
infringement and unfair competition. Defendant counterclaims for trade- 
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mark infringement and unfair competition. Judgment for defendant on 
accounting. 
See also 43 TMR 593, 45 TMR 963. 


Joseph L. Alioto, of San Francisco, California, for Wolfe. 
Vladimir Vucinich, of San Francisco, California, for Dannenfelser. 
Robert E. Burns, of San Francisco, California, for defendant. 


Murpuy, District Judge. ' 

The Court of Appeals for the Ninth Circuit found plaintiffs guilty of 
trademark infringement and unfair competition, and ordered an account- 
ing of plaintiffs’ profits and a determination of defendant’s damages. 
National Lead Company v. Wolfe, 233 F.2d 195, 105 USPQ 462 (45 TMR 
963). In accordance with these directions, a hearing has been held and 
briefs have been filed. I have carefully considered all relevant evidence 
and the briefs and memoranda submitted by counsel. My findings and 
conclusions are set forth below. 


The Proper Method of Accounting 


The most fundamental issue concerns the proper accounting method 
to use in computing the profits attributable to putcH paint. Defendant 
in the Keenan Report has followed the sales ratio method, whereby the 
ratio of DUTCH paint sales to total sales has been applied to total costs in 
determining the amount of costs attributable to puTcH paint. Plaintiffs 
in the Wolfe Study have allocated a greater proportion of costs to DUTCH 
paint than results with use of the sales ratio method. 


Defendant argues that the sales ratio method is properly used because 
plaintiffs’ books do not permit an accurate allocation of costs between DUTCH 
and non-DuTCH items. Plaintiffs admit that their books have not been kept 
in such a way as to permit allocation of costs, but maintain that through 
testimony and documentary evidence they have sustained their burden of 
proof as to the proportion of costs properly attributable to Dutch paint. 


Once the injured party has sustained his burden of proving total sales 
of the infringing article, the infringer has the burden of proving all costs. 
Lanham Trademark Act, Sec. 35, 60 Stat. 439 (1946), 15 U.S.C. §1117 
(1952); Mishawaka Rubber & Woolen Mfg. Co. v. 8. 8. Kresge Co., 316 
U.S. 203, 53 USPQ 323 (32 TMR 254). And it is the general rule that 
where the infringer’s books do not allocate costs between the infringing 
article and other goods, nor permit such allocation, the sales ratio method 
is properly used. Duro Co. of Ohio v. Duro Co. of New Jersey, 56 F.2d 
313, 315-316, 12 USPQ 515, 517-518 (22 TMR 83). 

But in an accounting for profits the court sits as a court of equity; 
the above rule, as all rules in this area, is nothing more than a means of 
arriving at a just result. As stated by Judge Learned Hand in Page 
Machine Co. v. Dow, Jones & Co., 238 F. 369, 376: 
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“It will be urged, perhaps, that consistency might require me to 
go further and attribute to the invention only so much of these profits 
as the cost of the patented parts bore to the cost of the whole machine. 
I am quite aware that the method of dividing the profits of the ticker 
service as a whole by the division of the cost is itself artificial. The 
fact is that the relative contribution of two or more essential factors 
to a common result cannot be ascertained quantitatively. But we must 
adopt some working rule to avoid instances of grotesque injustice * * *. 
If, however, we are to apply it with ruthless logic, our second situation 
will be as bad as our first, * * *. I think that we must show that the 
law can be more plastic even at the expense of formal consistency.” 
(Emphasis added.) 


It is clear from the testimony of Wolfe and Dannenfelser, as well as docu- 
mentary evidence, that the major portion of both administrative and selling 
expenses and manufacturing expenses is attributable to putcH paint. 
Under these circumstances, to follow the sales ratio method would be to 
subordinate the end to its means. Plaintiffs’ evidence will of course not 
lead to a completely accurate determination of profits. But the accuracy 
is no greater where the sales ratio method is used; and in fact complete 
accuracy is neither required nor expected in an accounting. Page Machine 
Co. v. Dow, Jones & Co., supra at page 376; see Flat Slab Patents Co. v. 
Turner, 285 F. 257, 278-279. All that is necessary to preserve defendant’s 
rights is that it does not receive less than the actual profits from puTCH 
paint, and this protection will be afforded by the purposeful use of con- 
servative estimates. Cf. Aladdin Mfg. Co. v. Mantle Lamp Co. of America, 
116 F.2d 708, 714, 48 USPQ 268, 273 (31 TMR 366). Accordingly, the 
sales ratio method shall not be used in computing the profits attributable 
to DUTCH paint. 


However, I am not restricted to a choice between the Keenan Report 
and the Wolfe Study. As I have indicated, the latter proceeds on correct 
premises. But its application of these premises is so far removed from 
accepted accounting principles that its use as a basis of this accounting 
would present endless problems and require a multitude of adjustments. 


“lW |ithout waiving its rights * * *,” defendant has suggested certain 
modifications of the Keenan Report. The first is to attribute 85% of plain- 
tiffs’ administrative and selling expenses to Dutch paint, in lieu of approxi- 
mately 64% so attributed where the sales ratio method is used. The other 
is to provide for the greater proportion of manufacturing expenses 
attributable to DUTCH paint by deducting 20% of the profits computed by 
use of the above 85% figure. From an accounting standpoint the Keenan 
Report is sound. With the two modifications suggested by defendant, it 
will furnish an excellent framework for this accounting and require a 
minimum of adjustments. 

Therefore, the basis of this accounting shall be the Keenan Report 
as so modified. 
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The Applicable Period 


A. Commencement 


The issue presented here is whether plaintiffs are liable for the 
infringement and unfair competition conducted by their predecessor cor- 
porations. Both sides have presented elaborate arguments, many of them 
far afield. Counsel’s difficulty in arguing this point reflects the difficulty 
experienced by courts in formulating any precise rules, and it would serve 
no useful purpose to go into the arguments here. The law on this subject 
comes down to the simple proposition that the corporate entity may be 
disregarded where justice so requires. 

By their own admission, plaintiffs were the dominant personalities 
in the predecessor corporations. Upon dissolution of the corporations the 
same business, or businesses, continued uninterrupted and with essentially 
the same organizational makeup as before. In view of these facts, it is 
just that the corporate entities be disregarded. Plaintiffs are liable for 
the wrongful acts of the corporations, and must account for the corpora- 
tion’s profits on DUTCH paint. 


B. Termination 


Plaintiffs have suggested three alternative dates of termination: (1) 


June, 1949; (2) date of filing the counterclaim; (3) date of this court’s 
decree in their favor, or the earlier date on which they learned that the 
court had decided to enter a decree in their favor. Defendant would have 
the accounting cover the entire period during which the puTCH mark was 
in use. 


1. June, 1949. Plaintiffs advance this termination date on two 
grounds. The first is that the Court of Appeals ordered an accounting 
because it found fraudulent intent, the evidence before the Court of 
Appeals did not extend beyond June of 1949, and it cannot be inferred 
that such fraudulent intent continued after that date. Plaintiffs further 
state that to make such an inference would be violative of due process. 
The second ground is that plaintiffs changed their advertising policy in 
June of 1949, presumably to advertising of a non-deceptive nature. 

Defendant’s answer to both arguments is that in fact the evidence 
before the Court of Appeals contained advertisements appearing subse- 
quent to June of 1949 and it was these very advertisements which the 
Court of Appeals found objectionable. Defendant makes the further argu- 
ment that a trademark infringement was found, such infringement con- 
tinued as long as use of the infringing mark continued, and an accounting 
follows as a matter of course in all cases of trademark infringement. 

Champion Spark Plug Co. v. Sanders, 331 U.S. 125, 131, 73 USPQ 133, 
136 (37 TMR 323), makes it clear that the Mishawaka case, supra, is not 
to be interpreted as requiring an accounting in all cases of trademark 
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infringement. Neither is an accounting required in all cases of unfair 
competition. Straus v. Notaseme Hosiery Co., 240 U.S. 179, 181-183 (6 
TMR 103). However, both Champion Spark Plug and Notaseme Hosiery 
involved situations “where an injunction [satisfied] the equities of the 
case.” Not only was there no showing of wilfulness in these cases; there 
was not even a showing of substantial damage or profits accruing from the 
infringement. Here the showing is very much to the contrary. 

There is the additional factor in this case that it would be impossible 
to ascertain the portion of DUTCH paint sales due to deceptive advertising 
and that portion due to the allegedly nondeceptive advertising. Obviously 
the time of sale would not be controlling; who is to say what factors, what 
particular advertisements, motivated a given purchaser of DUTCH paint? 
Cf. Mishawaka Rubber & Woolen Mfg. Co. v. 8. 8. Kresge Co., supra, 316 
U.S. at page 207, 53 USPQ at 325-326 (32 TMR 254). 


2. Date of filing the counterclaim. Plaintiffs do not make clear the 
significance of this date. They do seem to claim, however, that their good 
faith is evidenced by the fact that they initiated this action and by their 
consultation of an attorney who advised them of their right to use the 
DUTCH mark. 

At the time plaintiffs brought their action for a declaratory judgment 
they certainly should have known, from prior contacts with the defendant’s 
representatives,’ that the defendant would either bring an action of its 
own or counterclaim in any action brought by plaintiffs. Therefore, plain- 
tiffs cannot claim good faith from the mere fact that they instituted this 
action. 

Although there are cases which hold that reliance on advice of an 
attorney constitutes good faith, an analysis of these cases reveals that 
they involved situations where the infringer was otherwise completely 
innocent. Such are not the facts in this case. 


3. The District Court decree. Whether we take the actual date of 
this court’s decree or the earlier date on which plaintiffs learned of the 
court’s intention to rule in their favor, plaintiffs’ arguments are the same: 
a judgment rendered in a lower court protects the parties acting there- 
under until reversal; the Court of Appeals ordered an accounting on the 
basis of wrongful intent and there could be no wrongful intent when 
plaintiffs were acting pursuant to the District Court decree. Defendant’s 
arguments are: plaintiffs knew defendant was appealing, so they took 
their chances on reversal and operated at their peril; plaintiffs cannot 
claim good faith for they were aware that deception was being caused; 
the Court of Appeals placed no time limitation on the accounting. 

The general rule is that a lower court decree which is reversed does 
not protect parties acting thereunder prior to reversal. Champion Spark 





1. See National Lead Company v. Wolfe, supra, 223 F.2d at pages 202-203, 105 
USPQ at 467-468 (45 TMR 963). 
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Plug Co. v. Reich, 49 F.Supp. 903, 904, 57 USPQ 61, 62 (37 TMR 323) ; 
Notaseme Hosiery Co. v. Straus, 209 F. 495, 496 (4 TMR 52), affirmed 
215 F. 361 (4 TMR 425), reversed on other grounds 240 U.S. 179 (6 TMR 
103). In the absence of any contrary indication, it must be assumed that 
in ordering this accounting the Court of Appeals intended to follow the 
general rule. 

An additional answer to all of plaintiff’s arguments for an early termi- 
nation date is that the right to an accounting is not dependent on the 
infringer’s wrongful intent; the purpose of the accounting is simply to 
give the profits to the rightful owner whose mark or name made the profits 
possible. Lawrence-Williams Co. v. Societe Enfants Gombault, 6 Cir., 52 
F.2d 774, 778, 11 USPQ 75, 78 (21 TMR 608) ; see also Hamilton-Brown 
Shoe Co. v. Wolf Bros. & Co., 240 U.S. 251, 259 (6 TMR 169). 

For the foregoing reasons, this accounting shall cover the entire 
period during which plaintiffs and their predecessor corporations used 
the DUTCH mark. 


The Proper Measure of Profits 


Given the ten year period as determined above, plaintiffs would 
measure profits by taking the entire ten years as a single accounting 
period, offsetting the losses of poor years against the profits of successful 
years. Defendant contends that profits must be measured on a yearly 
basis, disregarding the years in which DUTCH paint showed a loss and 
counting only the profitable years. 

There is no need here for discussion. It is well settled that the injured 
party is entitled to treat each year as a separate period of infringement 
and may disregard unprofitable years. Coca-Cola Co. v. Dixie-Cola Labora- 
tories, Inc., 57 F.Supp. 911, 912, 68 USPQ 55, 56 (34 TMR 356), and cases 
there cited. 


Sellers’ Market 


Plaintiffs have attempted to prove that sales of Dutch paint for the 
years 1946-1949 were due not to the putcH label but to the titanium pig- 
ment shortage and the ready mixed paint shortage. Defendant has objected 
to this attempted proof on the ground that to consider the question now 
is to reopen issues already decided by the Court of Appeals. Defendant 
also argues that where the infringing mark substantially contributes to 
sales, the injured party is entitled to the entire profits. 


Defendant’s position is not well taken. Although apportionment is 
usually not allowed, the reason is that in most cases apportionment is 
impossible. Hamilton-Brown Shoe Co. v. Wolf Bros. & Co., supra, 240 
U.S. at pages 261-262 (6 TMR 169), quoting from Graham vy. Plate, 40 Cal. 
593, 598. The infringer is entitled to prove, if he can, sales “demonstrably 
not attributable” to use of the infringing mark. Mishawaka Rubber & 
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Woolen Mfg. Co. v. 8. 8S. Kresge Co., supra, 316 U.S. at page 206, 53 USPQ 
at 325 (32 TMR 254). 

But while plaintiffs were entitled to present their evidence on this 
point, and while we may accept plaintiffs’ statement of the applicable 
burden of proof, they have signally failed to prove that any sales of DUTCH 
paint were due to the titanium pigment shortage or ready mixed paint 
shortage rather than to the puTcH label. 


Unlabeled Paint 


There has been considerable testimony on the subject of puTcH paint 
sold in unlabeled cans during the years 1946-1949. Plaintiffs contend that 
the Keenan Report includes these sales in its figures for DUTCH paint sales. 
The theory is that sales of unlabeled paint were invoiced as sales of DUTCH 
paint, and accountants going through the invoices would naturally classify 
these as sales of putcH paint. It is further suggested that where an invoice 
listed one puTCH item and left the other items undesignated, the account- 
ants would classify everything on the invoice as DUTCH. 

Even if we ignore the question of confusion at the dealer level,” plain- 
tiffs still have failed to sustain their claim. Although I am satisfied from 
plaintiffs’ testimony that some DUTCH paint was sold unlabeled, there is no 
evidence as to the amount so sold. Next, with the exception of certain 
sales to Murphy War Surplus, there is no evidence that these sales were 
invoiced as sales of DUTCH paint. Finally, as the figures in the Keenan 
Report for the years in question were taken from the Haskins & Sells 
Report, it was incumbent on plaintiffs to prove that the Haskins & Sells 
accountants classified as puTCH all items so classified on the invoices. And 
as to this last matter there is no substantial evidence. 

Similarly, there is no evidence to support plaintiffs’ claim that un- 
designated sales appearing on the same invoice with a sale designated as 
DUTCH would be classified as putcH by the accountants. 

In view of plaintiffs’ failure of proof, it must be concluded that the 
DUTCH sales figures appearing in the Keenan Report do not include sales 
of unlabeled paint. 


Disputed Deductions 


1. Plaintiffs’ legal fees. Plaintiffs seek to deduct from Dutch profits 
the legal fees incurred in connection with this action. The reported cases 
uniformly refuse to allow the infringer’s legal fees as a deduction in arriv- 
ing at profits, and I see no reason here to deviate from the general rule. 
Plaintiffs’ legal fees shall not be allowed as a deduction. 


2. Corporate income and franchise taxes. The Supreme Court in 1928 
established the rule that a deliberate infringer may not deduct corporate 


2. See National Lead Co. v. Wolfe, 223 F.2d supra at page 201, 105 USPQ at 
467 (45 TMR 963). 
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income taxes in arriving at profits. L. P. Larson, Jr. Co. v. Wm. Wrigley, 
Jr. Co., 277 U.S. 97 (18 TMR 319). Ours is a case of deliberate infringe- 
ment and there is no valid basis on which the Larson case may be dis- 
tinguished. Accordingly, corporate income taxes will not be allowed as 
a deduction. 

However, there is no reason to apply the Larson doctrine to state 
franchise taxes. The only acceptable justification for the doctrine is that 
the injured party will have to pay income taxes on the profits when they 
are received; by no legal sophistry can this reasoning be extended to cor- 
porate franchise taxes. Plaintiffs shall be allowed this deduction. 


3. Individual income taxes. Plaintiffs contend that they should be 
allowed to deduct their personal income taxes paid during the partnership 
period. I cannot agree. If corporate income taxes cannot be deducted, a 
fortiori personal income taxes are not deductible. The deduction is denied. 


4. Compensation. Defendant has excluded all corporate officers’ sal- 
aries from the Keenan Report in computing the profits attributable to 
DUTCH paint. Plaintiffs in the Wolfe Study have deducted $1,000 a month 
each as “reasonable” salaries to themselves during both the corporate 
period and partnership period. In addition, the Wolfe Study deducts all 
corporate salaries paid to Mueller and Brez and some additional compen- 
sation to Brez during the brief period in which he was a partner. 


It is clear that the corporate salaries paid to Brez and Mueller are 
proper deductions. Although both were officers and stockholders of the 
corporations, they took little if any part in policy making. The salaries 
paid to each of them during the corporate period amount to approximately 
$800 a month, which is not unreasonable for the duties they performed. 
Accordingly, their corporate salaries shall be allowed as a deduction. 


The corporate salaries paid to plaintiffs cannot be disposed of as 
readily. Defendant argues that even corporate salaries may not be deducted 
where paid to the dominant personalities primarily responsible for the 
corporation’s infringing activities. There are ample authorities to sup- 
port defendant’s position. But there are also ample authorities on the 
other side. Aladdin Mfg. Co. v. Mantle Lamp Co. of America, 116 F.2d 
supra, at page 713, 48 USPQ at 272 (31 TMR 366), and cases there cited. 
The latter, I think, represent the more logical view. Provided the salaries 
are reasonable and the recipients are in fact doing the work for which 
they are paid, corporate salaries should be allowed regardless of whether 
they were paid to the dominant personalities of the corporation. The domi- 
nant personalities are not thereby “allowed to profit from their wrongs.” 
Their profit comes not from salaries—presumably they would be drawing 
salaries elsewhere if not engaged in the infringing business—but from the 
return on their investment, whether it take the form of dividends, liquida- 
tion of assets or sale of their capital stock. 
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Defendant also relies on the fact that the corporations here were close 
corporations. Provided the close corporation is not a sham or a fraud on 
creditors, there is no valid reason to treat it differently than any other 
corporation. See Clair v. Kastar, Inc., 70 F.Supp. 484, 487-488, 73 USPQ 
347, 350. 

The corporate salaries actually drawn by plaintiffs average quite a 
bit more than the $1,000 a month allocated in the Wolfe Study. Consider- 
ing the duties performed by plaintiffs and the nature and size of the corpo- 
rations, $1,000 a month appears to be a reasonable salary for each of the 
plaintiffs. This amount shall be allowed as a deduction during the corpo- 
rate period. 

Plaintiffs contend that this same $1,000 a month should be deducted 
as reasonable compensation during the partnership period. Regardless of 
whether these amounts, or any amounts, appeared on the partnership books 
as “salaries,” it is settled law that no distinction may be made between 
partnership earnings and partnership salaries. Callaghan v. Myers, 128 
U.S. 617, 663-664; Champion Spark Plug Co. v. Sanders, 108 F.Supp. 674, 
678-679, 96 USPQ 183, 185 (48 TMR 264). There shall be no deduction 
for compensation to the plaintiffs or Brez during the partnership period. 


Defendant’s Legal Fees 


Defendant contends that it should be allowed as damages reasonable 
attorneys’ fees incurred in connection with this action. Plaintiffs do not 
argue the reasonableness of the amount claimed by defendant—it appears 
to be less than that actually expended—but argue that as a general rule 
attorneys’ fees are not allowed in this type of action. Plaintiffs’ statement 
of the general rule is correct. However, in the recent case of National Van 
Lines v. Dean, 237 F.2d 688, 694, 111 USPQ 165, 170 (47 TMR 198), the 
Ninth Circuit in an action based on trademark infringement and unfair 
competition allowed the injured party attorneys’ fees on the basis of essen- 
tially the same wilfulness it found here: 


“Since we have found appellee’s acts to have been willful and 
calculated to trade upon appellant’s good will, the latter is entitled 
to recover its actual and reasonable attorney’s fees incurred in this 
litigation.” 


In view of the above language, the attorneys’ fees claimed by defendant 
shall be allowed as damages. 

Plaintiffs advance the rather novel theory that if defendant is allowed 
legal fees only a pro-rata amount should be allocated to this action. The 
basis of this theory and of the apportionment is that as a result of defen- 
dant’s legal efforts in this action—information secured on discovery as 
well as the holding of the Court of Appeals—defendant has been able to 
stop use of the name puTcH by numerous other parties. Although I do not 
feel bound by the lack of precedent for plaintiffs’ theory, any rule allowing 
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apportionment would lead to endless speculation and provide fertile 
ground for circumventing awards of attorneys’ fees. Plaintiffs’ request 
for apportionment of defendant’s attorneys’ fees is denied. 





























Inter-Company Sales 


Plaintiffs have included inter-company sales in the Wolfe Study. 
Defendant has eliminated inter-company sales from “Gross Sales” in the 
Keenan Report, and has made a corresponding reduction in “Purchases.” 
Inasmuch as the figure for “Cost of Goods Sold” will be affected by the 
“Purchases” figure, this question still has some significance. 

Plaintiffs’ argument is that the selling company purchased DUTCH 
paint from the manufacturing company in approximately the same pro- 
portion as other paints and therefore failure to eliminate inter-company 
sales does not affect the final result. But accepting the uncontradicted 
statement of defendant’s counsel that “inter-company sales were never 
included in the ‘Dutch’ sales figures appearing in [the Keenan Report],” 
inter-company sales were correctly eliminated from “Gross Sales” and 
this in turn requires a corresponding reduction in “Purchases.” Defen- 
dant’s treatment of inter-company sales in the corrected Keenan Report 
is accepted. 

Let the defendant submit a proposed accounting report and order 
consistent with the above findings and conclusions. It is so ordered. 


KITCHENS OF SARA LEE, INC. v. NIFTY 
FOOD CORPORATION et al. 


No. 7292 —D. C., W. D. New York — November 1, 1957 





CoPpYRIGHTS 

The simulation of plaintiff’s copyrighted label by a competitor held to be copy- 
right infringement for which an injunction against the participating corporations 
and their president was granted along with statutory damages and attorney’s fees. 


Action by Kitchens of Sara Lee, Inc. v. Nifty Foods Corporation, 
Lady Ileen, Inc., A. Lustig, Inc., Lustig Food Corporation, and Abraham 
Lustig for copyright and trademark infringement and unfair competition. 
Judgment for plaintiff in part and defendants in part. 

Beverly W. Pattishall, W. Thomas Hofstetter, and Woodson, Pattishall & 
Garner, of Chicago, Illinois, and Charles Shepard, of Rochester, New 
York, for plaintiff. 

John Schulman and Schulman, Klein & Stern, of New York, N. Y., and 

Leo F. Simpson, Jr., of Rochester, New York, for defendants. 
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BuRKE, Chief Judge. 

This case was tried before the undersigned on May 9 and 10, 1957. 

Immediately prior to the opening of the trial, and on May 9, 1957, 
the plaintiff moved, pursuant to motion papers theretofore served, for 
leave to supplement its complaint. The motion is granted, and an order 
to that effect has been entered, dated May 9, 1957. 

Immediately prior to the opening of the trial, and on May 9, 1957, 
in accordance with motion papers theretofore served, the plaintiff moved 
for an order striking from the amended answer paragraphs 13 through 
18, inclusive, on the ground that said paragraphs constitute an insufficient 
defense and allege immaterial and impertinent matter. The motion is 
denied nune pro tune as of May 9, 1957. 


FINDINGS OF Fact 
1. Plaintiff, Kitchens of Sara Lee, Inc., is a Maryland corporation. 


2. Defendants, Nifty Foods Corporation, Lady Lleen, Inc., A. Lustig, 
Ine. and Lustig Food Corporation, are New York corporations. 


3. Defendant, Abraham Lustig, is a citizen of New York. 


4. The matter in controversy exceeds $3,000 exclusive of interest and 
costs. 


5. Plaintiff’s predecessor, Kitchens of Sara Lee, Inc., a Delaware cor- 
poration, originated, prepared and published, original, pictorial labels for 
its products, cheese cake, coffee cake, pound cake and chocolate cake. It 
filed copyright applications for and deposited copies of the original labels 
with the United States Copyright Office. It received copyright certificates 
numbers KK 106,348, KK 106,349, KK 106,350, KK 106,583 and KK 
111,272 as evidence of the copyright registration of said labels. 


6. The applications for copyright registrations contained an inadver- 
tent error regarding the state of incorporation of the applicant. This error 
was corrected of record November 23, 1955. 


7. Each of plaintiff’s labels has always had thereon the required 
copyright notice. 


8. Plaintiff’s said predecessor assigned its good will and assets, includ- 
ing its rights and registrations for the said copyrighted labels on October 
9, 1956, to Consolidated Foods Corporation, which corporation immedi- 
ately re-assigned them to the plaintiff herein. 


9. Sales of bakery products under said copyrighted labels have 
aggregated about eleven million dollars. 


10. Plaintiff and its predecessor have spent more than a million dol- 
lars advertising said copyrighted labels. 
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11. The said labels have been extensively advertised in newspapers, 
radio, television, car cards, outdoor billboards and other media, all of 
which, barring radio advertising, has featured the said labels. 


12. The defendant, Nifty Foods Corporation, is engaged in the busi- 
ness of manufacturing, distributing and selling frozen waffles, and dis- 
tributing products of Lady Lleen, Inc. 


13. The defendant, Lady [leen, Inc., is engaged in the business of 
manufacturing, distributing and selling frozen coffee cake, frozen pound 
cake, frozen chocolate cake and frozen cheese cake. 


14. Defendant, Abraham Lustig, is the general executive of Nifty 
Foods Corporation and Lady Lleen, Ine. 


15. The defendant, A. Lustig, Ine., and Lustig Food Corporation, 
are New York corporations engaged in the business of canning, distributing 
and selling fruits. There is no proof to connect any of said defendants 
with the acts complained of herein, and no proof to impose any liability 
on these named defendants. 


16. The defendants, Nifty Foods Corporation, Lady Lleen, Ine. and 
Abraham Lustig, became interested in plaintiff’s products in April 1956. 
They obtained from the manufacturer, which manufactured the pans which 
plaintiff used for its products, foil pans and blank lids for said pans. 


17. Said defendants obtained specimens of the full line of plaintiff’s 
labels during the late part of 1955 or the early part of 1956. In April 
1956 they delivered said labels and blank lids to John Swan, the Rochester 
representative for Rossotti Lithograph Corporation, which corporation 
prepared and printed labels for defendants’ cream cheese cake, coffee cake, 
pound cake and chocolate cake. 


18. Swan forwarded plaintiff’s labels, with the blank lids, to the 
Rossotti plant in New Jersey. He also forwarded written instructions to 
follow plaintiff’s labels for basic layout and for information as to type 
and instructions to prepare vignettes similar to the vignettes on plaintiff’s 
corresponding labels, and instructions to use plaintiff’s labels for general 
lay-out, and instructions to add anything missing that appears in plain- 
tiff’s comparable label, and to take either a Kodachrome photograph of 
plaintiff’s art work or to reproduce it by a process sketch. 


19. After receiving said instructions, the Rossotti Corporation pre- 
pared and forwarded to said defendants, for approval, mock-up labels 
bearing actual cut outs of certain art work from plaintiff’s labels. 


20. The mock-ups, bearing plaintiff’s art work, were returned to the 
Rossotti Corporation, and were given to Rossotti’s sketch artist with in- 
structions to reproduce the art work appearing thereon. 
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21. Rossotti’s sketch artist prepared the art work appearing on said 
defendants’ cream cheese and pound cake labels by copying the art work 
from plaintiff’s cream cheese and pound cake labels, which had been cut 
out and pasted on the mock-ups which were before him; the art work 
appearing on said defendants’ chocolate cake label was prepared by pre- 
paring a composite cake picture to simulate the art work appearing on 
plaintiff’s chocolate cake label. 


22. In addition to copying plaintiff’s art work, the said defendants 
have copied the plaintiff’s lay-out, get-up, type, designs and slogans. 


23. Said defendants knowingly have copied a substantial part of 
plaintiff’s copyright labels. 


24. Said defendants’ use of said copyrighted labels is likely to cause 


customer confusion, because the simulating of plaintiff’s labels is likely 
to cause prospective customers to connect said defendants’ labels and 
products with the plaintiff or to an authorized agent of the plaintiff. 


25. Said defendants’ use of the said copyrighted labels is likely to 
dilute the distinctive quality of plaintiff’s copyrighted labels. 


26. Plaintiff claims in the complaint that its predecessor, Kitchens 
of Sara Lee, Inec., a Delaware corporation, began using and promoting its 
trademarks in August 1952, consisting of: 


(1) The design of a circular outer band surrounding a circular inner 
band, having an inner scalloped edge, and 


(2) The design of a rectangular outer band surrounding a rectangular 
inner band, having an inner scalloped edge, 


And also claims that since that time plaintiff and its predecessor have 
continuously used and promoted the said marks throughout the United 
States in connection with the sale and advertising of its products, cheese 
cake, pound cake and coffee cake, and that its valuable business in the 
sale of bakery products has been built up on the use of said trademarks 
and that plaintiff’s products are identified by the public by the use of 
said trademarks. 


27. There is no proof that the plaintiff, or its predecessor, used this 
claimed combination of two bands, with the scalloped edge on the inner 
band, in connection with the sale and advertising of cheese cake or pound 
cake. It, and its predecessor, since August 1952, continuously did use the 
combination in the sales and advertising of coffee cake, but the used com- 
bination always has been a circular wide, red outer band and an inner 
band of white, with a plain, scalloped edge on the inner white band. There 
is no evidence of the claimed use of the rectangular combination of bands 
and scallops. 
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28. When this action was commenced plaintiff had not secured from 
the United States Patent Office any registration of the claimed trade- 
marks. Marks registered under state statutes by the plaintiff or its prede- 
cessor were limited to the names SARA LEE and KITCHENS OF SARA LEE and a 
figure of a woman in Colonial dress. 


29. Kitchens of Sara Lee, Inc., a Delaware corporation, sought in 
the year 1955 to register on the Principal Register in the United States 
Patent Office trademarks consisting of: 


“(1) A cireular outer red band surrounding a circular inner 
white band, having an inner scalloped edge, and 


(2) A rectangular outer red band surrounding a rectangular 
inner white band, having an inner scalloped edge.” 


30. The Patent Office rejected the application and refused registra- 
tion on the ground that “* * * the mark is merely the color background 
design of the surface of the container. The combination of the color red 
and the scalloped border is not regarded as distinctive in the sense that 
it serves to identify applicant’s goods. Rather, the combination is re- 
garded merely as the ornamental background against which the mark 
proper is superimposed.” 


31. On April 30, 1957, more than three months after commencement 
of this action, plaintiff secured registration on the Supplemental Register 
of the United States Patent Office as trademarks, number 644,946, con- 
sisting of “a round outer red band surrounding a round inner white band, 
having an inner scalloped edge,” and the trademark, number 644,947, con- 
sisting of “a rectangular outer red band surrounding a rectangular inner 
white band, having an inner scalloped edge.” 


32. Plaintiff’s predecessor assigned its good will and assets, including 
its rights and registrations for the said trademarks on August 9, 1956, to 
Consolidated Foods Corporation, which corporation immediately re- 
assigned them to the plaintiff herein. 


33. All of plaintiff’s labels are predominantly bright red in color. 
The name SARA LEE is prominently imprinted in large white lettering on 
the red background of each label. Between the words SARA and LEE there 
appears a small figure of a woman in Colonial dress. 


34. Plaintiff has at all times stressed in its advertising “the bright 
red package” as an identifying characteristic of its package. In its televi- 
sion and radio commercials plaintiff has identified to the public its package 
as bearing “the bright red cover.” 


35. Defendants’ labels are a combination of white and blue. All its 
labels have upon them in large and prominent lettering the distinctive 
name LADY ILEEN. A sharply drawn vignette of a woman’s head, sketched 
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from life, with a crown set thereon is depicted on an irregular pale yellow 
area against a white background. The scalloped edge used on defendants’ 
labels is distinctly different in appearance than that used on plaintiff’s 
labels, even apart from the color difference. It consists of an outer back- 
ground of white having an inner scalloped edge with a recurring fleur-de- 
lis ornamentation at each scallop point in blue and white and is readily 
distinguishable by the casual observer from plaintiff’s scalloped edge. 


36. Defendants’ labels do not have any outer red band surrounding 
an inner white band, nor any simulation thereof. 


37. Defendants’ labels do not simulate wholly or in part any statu- 
tory or common law trademark of the plaintiff. 


38. Consolidated Foods Corporation has numerous affiliated and sub- 
sidiary companies throughout the United States, all of which are engaged 
directly or indirectly in producing, selling and distributing food products, 
including frozen products, including frozen bakery products. 


39. Between 1942 and 1956 it acquired the stock of numerous corpo- 
rations which were either liquidated or made affiliates or subsidiaries. 


40. Between the years 1950 and 1956 it acquired the assets of four 
corporations in the food processing and distributing business, including 
frozen bakery products. Among these were the assets of the plaintiff. 


41. There is no evidence that there is a reasonable likelihood that 
the acquisition of the stock and assets of said corporations will result in 
restraint of commerce, or the creation of a monopoly in the sale of bakery 
products. 


42. There is no evidence in the case disclosing any restraint of trade 
and commerce, nor any evidence of a plan to eliminate said defendants 
as competitors of plaintiff and Consolidated Foods Corporation in the sale 
of frozen bakery products. 


CONCLUSIONS OF LAW 


1. This court has jurisdiction of the parties and the subject matter. 


2. Plaintiff’s labels have been duly copyrighted. The copyright regis- 
trations are valid and are owned by plaintiff. Plaintiff’s copyrighted labels 
have been copied and infringed by defendants. 


3. Defendants’ use of said copyright labels in connection with the 
manufacturing, selling or offering for sale of their bakery products con- 
stitutes unfair competition with plaintiff. 


4. Defendants’ use of said copyright labels dilutes the distinctive 
quality of plaintiff’s copyright labels in violation of the New York General 
Business Law. 
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5. The rights to and the registrations of the trademarks are owned 
by plaintiff. 


6. There has been no proof that defendants have enriched them- 
selves unjustly by exploiting by commercial advertising any investment 
of plaintiff in its labels and packaging designs. Plaintiff’s action for 
unjust enrichment should be dismissed. 


7. There has been no proof to establish that the defendants’ use of 
plaintiff's labels has resulted in any damage to the plaintiff or gains, 
profits and advantages to defendants from the infringement of plaintiff’s 
copyrights and from defendants’ unfair competition with plaintiff, nor 
from the dilution of the quality of plaintiff’s labels. 


8. Plaintiff’s claim based on trademark infringement should be dis- 
missed. 


9. The contention of the defendants that the acts and conduct of 
plaintiff and its parent corporation, Consolidated Foods Corporation, 
preclude plaintiff’s claim for relief by a court of equity, is without merit. 


10. Plaintiff is entitled to judgment against Nifty Foods Corpora- 
tion, Lady Ileen, Inc., and Abraham Lustig, enjoining them and their 
agents, attorneys, employees, servants, representatives, successors and 
assigns, and all persons acting by or under authority from them, from: 


(a) Using their said copyright infringing labels, and from infringing 
plaintiff’s said copyrighted labels in any manner whatsoever, and from 
ordering or purchasing from others any such infringing copies of plain- 
tiff’s copyrighted labels ; 

(b) Advertising, selling or offering for sale, bakery products or any 
similar or related goods under labels simulating plaintiff’s copyright labels 
in the designs and make up; 


(ec) Using any labels, make up, slogans or designs which tend to dilute 
the distinctive quality of plaintiff’s copyright labels; 

And requiring the defendants to deliver up for destruction all copy- 
right infringing labels, including those heretofore distributed by defen- 
dants to others, and all plates, molds and materials for making said copy- 
right infringing labels. 


11. The plaintiff is entitled to be compensated for defendants’ in- 
fringement of its copyrights in the manner provided in 17 U.S.C., Section 
101(b) with costs as provided in 17 U.S.C., Section 116, and a reasonable 
attorney’s fee. 


JUDGMENT 


This case was heard by the court, without a jury, on May 9, 1957. The 
court has made Findings of Fact and Conclusions of Law, which were 
filed November 1, 1957. It is hereby 
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ORDERED, ADJUDGED, and DECREED, that the complaint be dismissed as to 
the defendants Ilene Lustig, A. Lustig, Ine. and Lustig Food Corporation; 

The defendants Nifty Foods Corporation, Lady Ileen, Inc. and Abra- 
ham Lustig, their agents, attorneys, employees, representatives, successors 
and assigns, and all persons acting by or under authority from them 
are enjoined from: 


(a) Using their copyright infringing labels and from infringing plain- 
tiff’s copyright labels in any manner whatsoever, and from ordering or 
purchasing any infringing copies of plaintiff’s copyright labels; 


(b) Advertising, selling or offering for sale, bakery products or any 
similar or related products under labels simulating plaintiff’s copyright 
labels in the designs and make-up; 


(ec) Using any labels, make-up, slogans, or designs which tend to 
dilute the distinctive quality of plaintiff’s copyright labels; 


Defendants, Nifty Foods Corporation, Lady Ileen, Inc. and Abraham 
Lustig, their agents, attorneys, employees, representatives, successors and 
assigns, and all persons acting or under authority from them, shall imme- 
diately deliver up for destruction all copyright infringing labels in their 
possession or control not presently affixed to packages containing fresh or 
frozen bakery products, and all plates, molds, and materials for making 
said copyright infringing labels, in their possession or control, and that 
they deliver up for destruction within 60 days all remaining copyright 
infringing labels in their possession or control, including those presently 
affixed to packages containing fresh or frozen bakery products; 

Plaintiff shall recover from defendan‘s Nifty Foods Corporation, 
Lady Ileen, Ine. and Abraham Lustig the sum of $12,500.00, with costs to 
be taxed by the Clerk, and reasonable attorney’s fees in the sum of 
$10,000.00, and have execution therefor. 


HARRIS MANUFACTURING COMPANY v. WILLIAMS et al. 
No. 704 —D. C., W. D. Ark., Hot Springs Div. — December 31, 1957 


REMEDIES—UNFAIR COMPETITION—BASIS OF RELIEF—TRADE SECRETS 

Plaintiff manufactures and sells parquet flooring called BONDWooD under exclu- 
sive franchise from Swiss corporation. Process involves two machines to cut and 
assemble blocks on a secret mastic obtained from German supplier. Contract between 
plaintiff and Swiss corporation requires that all formulas and processes be kept 
confidential, but trusted executive of plaintiff (Williams) left plaintiff’s employ 
and formed separate company with Dallas distributor which is now manufacturing 
parquet flooring in accordance with the secret processes and formulas of plaintiff. 
Evidence shows Dallas distributor (Wilson) had knowledge of confidential nature 
of processes. 

The general rule is that one may not use trade secrets gained as an employee 
to his independent profit. Fact that minor variations are made in processes does 
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not aid defendant. Williams was responsible for the violation of trust, but Arkansas 
Parquet Flooring Company, having obtained the trade secrets from Williams with 
knowledge, is also liable. Fact that one of the processes is not currently used by 
plaintiff does not bar injunctive relief. 
REMEDIES—UNFAIR COMPETITION—SCOPE OF RELIEF—INJUNCTION 
Plaintiff is entitled to injunction against defendant’s use or disclosure of plain- 
tiff’s mastic or of the two machines used in the parquet manufacture. 
REMEDIES—U NFAIR COMPETITION—SCOPE OF RELIEF—DAMAGES 
Issue of damage and disposition of infringing machines to be disposed of 
separately in further hearing. 
CourTS—J URISDICTION—VENUE 
Venue in a diversity action is in judicial district where all the plaintiffs or all 
the defendants reside, and as partnership may be sued only in district where 
all partners reside, actions must be dismissed as against defendant Wilson and 
defendant partnership. 


Action by Harris Manufacturing Company v. Glenn J. Williams and 
Arkansas Parquet Flooring Company, for breach of confidential disclosure. 
Judgment for plaintiff. 


Owens, McHaney, Lofton & McHaney, of Little Rock, Arkansas, and 
Green & Brandt, of Johnson City, Tennessee, for plaintiff. 
McMath, Leatherman & Woods, of Little Rock, Arkansas, for defendants. 


MILLER, District Judge. 

This case was tried to the Court without a jury on October 28, 29, 
and 30, 1957, and at the conclusion of the trial the Court took the case 
under advisement in order to allow the parties time in which to file 
briefs in support of their respective contentions. 

The briefs have been received, and the Court having considered the 
pleadings, evidence, and briefs of the parties, now makes and files herein 
its Findings of Fact and Conclusions of Law, separately stated. 


FINDINGs OF Fact 


1. The plaintiff is a Tennessee corporation. The defendant, Glenn J. 
Williams, at the time of the institution of this action was a citizen and 
resident of the Western District of Arkansas, Hot Springs Division. The 
defendant, J. W. Wilson, is a citizen and resident of Texas, and is 
President of the Arkansas Parquet Flooring Company, a corporation. 

The defendant, Arkansas Parquet Flooring Company, a partnership, 
was an Arkansas partnership, having its office and principal place of 
business in Sheridan, Arkansas, in the Eastern District of Arkansas. This 
partnership operated during the period from October 1, 1956, until 
July 1957. 

The defendant, Arkansas Parquet Flooring Company, a corporation, 
is an Arkansas corporation, having its office and principal place of busi- 
ness in Sheridan, Arkansas, in the Eastern District of Arkansas. 

The amount in controversy, exclusive of interest and costs, exceeds 
the sum of $3,000. 
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2. The plaintiff is engaged in the business of manufacturing and 
selling hardwood flooring of all types, and particularly a parquet flooring 
of distinctive pattern called BONDWOOD. 

The plaintiff acquired the exclusive right and franchise to produce 
BONDWOOoD in the United States and its possessions by contract dated 
December 11, 1954, with Bauwerk, A.G., a Swiss corporation. Pursuant to 
said contract, Bauwerk furnished to the plaintiff the necessary machinery 
to produce BONDWoop and the formula and method for producing a mastic 
or adhesive for cementing the flooring to the subfloor. Bauwerk also 
furnished all other information and “know-how” for producing BONDWOOD 
flooring and the mastic used in conjunction therewith, which mastic has 
been marketed by plaintiff as HARRIS MARK 10 ADHESIVE, as made with 
German ingredients. 

BONDWOOD is produced by the use of two principal machines, one 
called a P-3 machine to cut and shape slats 4-3/4 inches long and 5/16 
inch thick, and the other called a V-3 machine to assemble the slats 
into blocks of flooring 19 inches by 19 inches. Each block contains 16 
squares, 4-3/4 inches by 4-3/4 inches. The slats in each square are per- 
pendicular to the slats in the adjoining square, so that each block is a 
checkerboard design. 

The mastic or adhesive called HARRIS MARK 10 ADHESIVE produced and 


sold by plaintiff is of a type never before used in the United States for 
the purpose of cementing parquet flooring, and is claimed to be superior 
to any other mastic presently available for the purpose of cementing 
parquet flooring to the subfloor. 


3. The adhesive formula originally furnished by Bauwerk to the 
plaintiff provided for the use of three resins available only from a sup- 
plier in Germany. This formula, for convenience, is called the “original 
formula.” The three resins are compounds of several chemicals. In order 
to insure a domestic source of supply in emergencies and to lower its 
costs, if possible, the plaintiff desired to recast the formula in terms of 
basic ingredients available locally. By the joint efforts of Bauwerk and 
the plaintiff, and with the assistance of some commercial chemical com- 
panies in the United States, a second formula (hereinafter referred to 
as domestic mastic) was adopted with approval by Bauwerk that provided 
for the use of one resin commercially available in the United States, plus 
small amounts of four other ingredients in lieu of the three German resins. 
The end product of the two formulas was very similar, and in the opinion 
of Bauwerk and the plaintiff the three German resins, when mixed accord- 
ing to the formula, are the substantial equivalent of the one American 
resin mixed with the four additional ingredients. 

However, the original formula and the domestic formula were not 
exactly the same. For a limited period of time the domestic mastic was 
produced and marketed, but after July 1956 plaintiff returned to the use 
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of the original formula containing the German ingredients. Apparently 
the domestic formula was not quite as satisfactory as the original formula. 


4. The contract between the plaintiff and Bauwerk requires that 
plaintiff keep all processes, formulas, and methods of producing BONDWooD 
and mastic confidential. 

The plaintiff has maintained its processes, formulas, and methods for 
producing BONDWOoOD and mastic confidential. 

The defendant, Glenn J. Williams, was employed by the plaintiff 
during the period December 11, 1954, to September 8, 1956. Williams was 
assigned to the BONDWoop department and aided and assisted in setting 
up the machinery for producing BONDWoop and in installing the equip- 
ment for making mastic. Williams was employed in an executive capacity 
and was a trusted employee. He was furnished all available information 
pertaining to BONDWoOD and HARRIS MARK 10 ADHESIVE and participated 
in staff meetings relating thereto. The mastic formula was given to him, 
and he actually mixed or supervised the mixing of the material for several 
months. 

Information concerning the processes, formulas, and methods of pro- 
ducing BONDWOop and mastie was given to Glenn J. Williams in confidence, 
and Williams knew that it was given to him in confidence. 


5. In about March of 1956, the plaintiff and the defendant, J. W. 
Wilson, entered into an agreement whereby the defendant Wilson became 
the exclusive distributor for BONDWoop and mastic in the Dallas-Fort 
Worth, Texas area. 

The plaintiff furnished to the defendant, J. W. Wilson, large quanti- 
ties of advertising materials to aid him in the distribution of BONDWooD 
and cooperated fully with the defendant Wilson in the sale and distribu- 
tion of BONDWOOD. 

In April and May of 1956, at a time when the defendant, Glenn J. 
Williams, was in Texas to assist the defendant Wilson with a BONDWOOD 
exhibit at the Dallas Home Show and at the Fort Worth Home Show, the 
defendant Wilson endeavored to interest the defendant Williams in the 
formation of a plant to produce a parquet flooring and mastic similar to 
the Harris products, and during said period the defendant Wilson called 
upon an independent flooring manufacturer, proposing that he, Wilson, 
would furnish a man with the know-how of producing BONDWoop and 
mastic if said independent flooring manufacturer would undertake the 
production of it. 

During the latter part of May or early part of June, 1956, the defen- 
dant, J. W. Wilson, requested and was granted permission to visit the 
BONDWOOD department at the plaintiff’s plant. The defendant, J. W. 
Wilson knew that the BONDWoop department was not open for public 
inspection and that he was permitted to visit it only because of his dis- 
tributorship for the product. 
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When the defendant, J. W. Wilson, visited the plaintiff’s plant in 
May or June, 1956, he again discussed with the defendant, Glenn J. 
Williams, a plan to produce BONDWoop and mastic in competition with the 
plaintiff. 

The defendant, J. W. Wilson, knew that the plaintiff maintained its 
processes, formulas, and methods of manufacturing BONDWoop and mastic 
as trade secrets, and knew that the defendant, Glenn J. Williams, had 
acquired his knowledge of said processes, formulas, and methods in con- 
fidence as an employee of the plaintiff. 

Prior to the time that the defendant, Glenn J. Williams, left the 
employ of plaintiff, he and the defendant, J. W. Wilson, agreed upon a 
plan to set up a plant in competition with the plaintiff to produce a 
flooring and mastic similar to HARRIS BONDWOOp and Harris domestic 
mastic, using for that purpose a copy of plaintiff’s V-3 assembly machine 
and the formula for producing Harris domestic mastic. 


6. The defendant, Glenn J. Williams, does not have the necessary 
training, education, or skill to compound a formula for mastic substantially 
identical to HARRIS MARK 10 ADHESIVE or to design an assembly machine 
for assembling parquet flooring similar to HARRIS BONDWOOD. 

Without the knowledge and information acquired in confidence as an 
employee of the plaintiff, the defendant, Glenn J. Williams, could not 
have designed the assembly machine used by the defendants in their plant 
at Sheridan, Arkansas. 

Without the knowledge and information acquired in confidence as 
an employee of the plaintiff, the defendant, Glenn J. Williams, could 
not have compounded the formula for producing the adhesive marketed 
by the defendants as A. P. NO. 7 MASTIC. 

The assembly machine used by defendants in the plant at Sheridan 
is substantially identical to the V-3 assembly machine of the plaintiff. 

The formula for adhesive used by defendants is substantially identical 
to that used by the plaintiff for Harris domestic mastic. 

The assembly machine used by defendants was not discovered or 
designed as the result of independent research, but is a simulation of 
plaintiff’s machine. 

The formula for adhesive used by the defendants was not compounded 
by independent reasearch, but was based entirely on the plaintiff’s formula 
for domestic mastic, and is a copy thereof. 

It is true that a different type of mixer was used by the defendants 
to mix their mastic, and there was a slight difference in the proportions of 
ingredients and the method of mixing them. But for all practical purposes 
the mastic used by defendants was and is substantially the same as the 
domestic mastic of the plaintiff. 


7. The defendants have appropriated in their manufacturing en- 
deavor all of the information and techniques acquired by the defendant, 
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Glenn J. Williams, in trust and confidence as an employee of the plaintiff. 
They are using a type of paper and a type of glue similar to those used 
by plaintiff to bind the slats together into 19-inch square blocks of flooring. 
They are packaging their product in cartons identical to cartons used by 
plaintiff, and the cartons contain identical quantities of flooring. The 
instructions for laying the defendants’ flooring are the same as instruc- 
tions issued by plaintiff, and identical instruments are recommended for 
the purpose of laying the flooring. 

The advertising material of defendants is patterned on the advertis- 
ing material of the plaintiff, and, in instances, photographs of HARRIS 
BONDWOOD installations are used as illustrations of defendants’ product. 

The defendant, Glenn J. Williams, has appropriated to his own use 
the plaintiff’s secret formula for mastic and the plaintiff’s secret method 
of assembling BONDWOOD. 

The defendant, J. W. Wilson, had knowledge of the appropriation of 
plaintiff’s trade secrets by Williams and has made use of the benefits 
of such appropriation. 


The defendant, Arkansas Parquet Flooring Company, an Arkansas 
corporation, has also made use of plaintiff’s trade secrets with knowledge 
that Williams had appropriated said trade secrets from the plaintiff. 


DISCUSSION 


At the threshold the Court is met with the contention of the defendant, 
J. W. Wilson, that venue is improper as to him. 

The plaintiff is a Tennessee corporation. The defendant, J. W. Wilson, 
is a citizen and resident of the State of Texas. All other defendants are 
citizens and residents of the State of Arkansas. 

The venue in a diversity action is in the judicial district where all the 
plaintiff’s or all the defendants reside. Title 28 U.S.C. §1391. As the case 
now stands, if Wilson were permitted to remain as a defendant, this 
judicial district is not one in which all the plaintiff’s or all the defendants 
reside. However, Wilson is not an indispensable party to this action since 
the liability, if any, of Wilson and Williams as partners is a tort liability, 
and the plaintiff may sue one or more of the partners at his election. 
Evans v. Thompson, 121 F.Supp. 46, 50. 

Venue in this district is improper as to the defendant Wilson, and an 
order should be entered dismissing the complaint of the plaintiff as against 
the defendant, J. W. Wilson, individually. 

It is also well settled that a partnership has no residence aside from 
that of the individual partners, and therefore may be sued only in the 
district where all the partners reside. Hadden v. Small, 145 F.Supp. 387, 
and eases cited therein. Thus the plaintiff’s complaint should also be dis- 
missed as against the defendant partnership, Arkansas Parquet Flooring 
Company, as a legal entity. 
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After dismissal as against Wilson and the partnership as an entity, 
the case stands as one by the plaintiff against the defendant, Glenn J. 
Williams, individually, and against the Arkansas Parquet Flooring Com- 
pany, an Arkansas corporation. No question is raised by these defendants 
as to venue or as to the jurisdiction of the Court. 

On the merits, the parties are in general agreement concerning the 
rules of law governing trade secrets, but, of course, do not agree upon the 
application of that law to the facts in the instant case. 

The general rule is aptly summarized in the following quotation from 
an annotation appearing in 165 A.L.R. 1453, 1454: 


“The law is well settled that one of the implied terms of a contract 
of employment is that the employee will hold sacred any trade secrets 
or other confidential information which he acquires in the course of 
his employment, and that therefore an employee who has left his 
employment is under an implied obligation not to use trade secrets 
or other confidential information which he has acquired in the course 
of his employment, for his own benefits or that of a rival, and to the 
detriment of his former employer.” 


The Arkansas Supreme Court has recognized this rule in the cases of 
Witmer v. Arkansas Dailies, Inc., 202 Ark. 470, and El Dorado Laundry 
Co. v. Ford, 174 Ark. 104. In the Witmer case the court at page 476 of 
202 Ark. said: 


“Certain restrictions have been imposed upon employees when 
severing their relationship with an employer. For example, where the 
particular business in which he had been employed has trade secrets 
an employee is not permitted to set up an independent business of 
a similar nature and use the trade secrets of his employer or con- 
fidential information received from his employer in the new or inde- 
pendent business in which he engages, but it is allowable for him to 
use his experience and knowledge gained during the period of his 
employment in his independent business.” 


However, the court held that the rule was inapplicable to the facts 
in that case. 

The rule is analyzed rather fully in Franke v. Wiltschek, 209 F.2d 
493, 495, 99 USPQ 431, 433 where the court said: 


“Plaintiffs do not assert, indeed cannot assert, a property right 
in their development such as would entitle them to the exclusive 
enjoyment against the world. Theirs is not a patent, but a trade 
secret. The essence of their action is not infringement, but breach 
of faith. It matters not that defendants could have gained their 
knowledge from a study of the expired patent and plaintiffs’ publicly 
marketed product. The fact is that they did not. Instead they gained 
it from plaintiffs via their confidential relationship, and in so doing 
incurred a duty not to use it to plaintiffs’ detriment. This duty they 
have breached. * * * 

“As was stated by Vann, J., in Tabor v. Hoffman, supra, 118 N.Y. 
30, 36, 37, 23 N.E. 12, 13, 16 Am. St. Rep. 740: 
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“Tf a valuable medicine, not protected by patent, is put upon 
the market, any one may, if he can by chemical analysis and a series 
of experiments, or by any other use of the medicine itself, aided by 
his own resources only, discover the ingredients and their proportions. 
If he thus finds out the secret of the proprietor, he may use it to 
any extent that he desires without danger of interference by the 
courts. But, because this discovery may be possible by fair means, 
it would not justify a discovery by unfair means, such as the bribery 
of a clerk who, in course of his employment, had aided in compound- 
ing the medicine, and had thus become familiar with the formula. * * * 

““The fact that one secret can be discovered more easily than 
another does not affect the principle. Even if resort to the patterns 
of the plaintiff was more of a convenience than a necessity, still, 
there was a secret, it belonged to him, and the defendant had no right 
to obtain it by unfair means, or to use it after it was thus obtained. 
We think that the patterns were a secret device that was not dis- 
closed by the publication of the pump, and that the plaintiff was 
entitled to the preventive remedies of the court.’ ”’ 


The Court of Appeals for this Circuit in Sandlin v. Johnson, 141 
F.2d 660, 61 USPQ 71, recognized the general rule and approved the 
Restatement of Torts’ definition of a trade secret as being “a trade secret 
may consist of any formula, pattern, device or compilation of information 
which is used in one’s business, and which gives him an opportunity to 
obtain an advantage over competitors who do not know or use it.” Restate- 
ment of Torts, Sec. 757, Comment b. See also, EZ. L. Bruce Company v. 
Bradley Lumber Company, 79 F.Supp. 176, 189, 79 USPQ 102, 113. 


The defendants, while conceding that trade secrets are subject to 
protection, contend that the plaintiff has failed to prove the existence 
of a trade secret in the domestic mastic or in the V-3 assembly machine, 
and have failed to prove that defendants have copied either the mastic 
or the machine. Defendants also contend that plaintiff has discontinued 
the use of the domestic mastie and, therefore, is entitled to no relief even 
if it should be found that defendants have been and are copying said 
domestic mastic. 

Plaintiff contends that the original mastic made with German in- 
gredients and the domestic mastic are, for all practical purposes, identical 
and are trade secrets which have been appropriated by defendants. It is 
also contended that plaintiff’s V-3 assembly machine is a trade secret 
and has been appropriated by defendants. 


When the facts in the instant case are considered in the light of the 
rules of law heretofore discussed by the Court, it is quite clear that plain- 
tiff’s original mastic, domestic mastic, and V-3 assembly machine were and 
all are trade secrets. It is equally evident that defendants have wrong- 
fully appropriated and used the trade secrets pertaining to the domestic 
mastic and the V-3 assembly machine. 

While it is true that defendants’ mastic is not exactly the same as 
plaintiff’s domestic mastic, and perhaps even has some slight improve- 
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ments, it is in all substantial aspects the same, and is the direct result of 
a violation of plaintiff’s trade secret by defendants. With regard to the 
slight changes made by defendants, the rule is stated in Restatement of 
Torts, See. 757, page 9, as follows: 


“Modification or improvement of the secret by the actor. To sub- 
ject a person to liability, under the rule stated in this Section, for 
the use of another’s trade secret, there is no requirement that he use 
it in exactly the form in which he received it. He may be liable even 
if he uses it with modifications or improvements upon it effected by 
his own efforts. Differences in detail do not preclude liability if, sub- 
stantially, the process used by the actor is derived from the other’s 
secret in the manner stated in this Section. The liability is avoided 
only when the contribution by the other’s secret is so slight that the 
actor’s process can be said to be derived from other sources; although 
even in such a case the actor is still subject to liability for harm caused 
by his disclosure or possession of the secret, under the rules stated in 
Sees. 757-759. The extent of the modifications or improvements made 
by the actor upon the other’s secret may, however, affect the computa- 
tion of damages or profits for which he is liable to the other.” 





Just as there were slight changes made in the mastic, there were also 
slight changes made in the assembly machine used by defendants. Here 
again, however, the changes were not sufficient to prevent the defendants’ 
machine from being a substantial copy of plaintiff’s machine and a viola- 
tion of plaintiff’s trade secret. 

The evidence does not sustain plaintiff’s contention that its original 
mastic and its domestic mastic are identical and that defendants have 
appropriated and used plaintiff’s trade secret with regard to the original 
mastic. Plaintiff attempted to duplicate the original mastic, but was un- 
able to do so. The following quotation from pages 44 and 45 of the deposi- 
tion of Allen Harris, Jr., Vice President of the plaintiff indicates plaintiff’s 
lack of success in duplicating the original mastic containing certain 
German ingredients. 


“Q. I’m speaking of the component you get from Germany, which 
is principally PVA with possibly something else. A. Up to this point, 
we haven’t been able to develop a match that we feel is as good. Now 
there’s no reason why if the German Company would divulge the 
exact method of manufacturing it to an American Company, then it 
could be able to be made in America. 

“Q. Will the German Company do that? A. It will not do it. 

“Q. And has any American Company been able to duplicate that 
German product? A. I don’t know. 

“Q. Have you asked them to attempt to do so? A. We have. 

“Q. Have they been able to do so yet? A. Well they claim to 
have done it, but in our opinion we’ve had excellent results with the 
German PVA, so we just haven’t changed, even though it’s costing us 
more money and it takes a longer time to get it. 

“Q. Even though the companies you asked to reproduce the 
German PVA claim to have reproduced it, your use of it hasn’t con- 
firmed their claims, is that correct? A. That’s right. 
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“Q. So you still, at extra expense and delay, use the German 
product? A. Right.” 


The evidence was insufficient to establish the identity of the German 
ingredients in the original mastic, necessarily making it impossible for 
the Court to say that the domestic mastic was identical to the original 
mastic containing the German ingredients. By the same token the Court 
cannot say that defendants’ a. Pp. NO. 7 MASTIC violates plaintiff’s trade 
secret with respect to the original mastic. 

The defendants now remaining in the case are Glenn J. Williams and 
the Arkansas Parquet Flooring Company, an Arkansas corporation. Glenn 
J. Williams, being the moving party in violating plaintiff’s trade secrets 
is, of course, responsible for such action on his part. And the corporation, 
having obtained the trade secrets from Williams with notice of the fact 
that Williams was violating plaintiff’s trade secrets, is also responsible for 
its actions. Colgate-Palmolive Co. v. Carter Products, 230 F.2d 855, 864, 
108 USPQ 383, 390, certiorari denied 352 U.S. 843, 111 USPQ 467. Restate- 
ment of Torts, See. 757(c). In the Colgate case the court at page 865 
of 230 F.2d, 108 USPQ at 390, quoted the following from another decision: 

“*The rule is well settled that secret formulas and processes, such 
as are claimed to be involved here, are property rights which will be 
protected by injunction, not only as against those who attempted to 
disclose or use them in violation of confidential relations or contracts 
express or implied, but as against those who are participating in such 
attempt with knowledge of such confidential relations or contract, 
though they might in time have reached the same result by their own 

independent experiments or efforts.’ ”’ 


Having concluded that plaintiff’s domestic mastic and the V-3 assem- 
bly machine are trade secrets and have been unlawfully appropriated by 
defendants, the Court reaches the remaining question of the relief to 
which plaintiff is entitled. 

The usual relief in a case of this type is an injunction against the 
defendants, and an order by the Court of an accounting by defendants 
of the profits received by them as a result of the appropriation and use 
of plaintiff’s trade secrets. Franke v. Wiltschek, supra; Annotation 170 
A.L.R. 449, 488. 

In the instant case plaintiff contends that it is entitled to an injune- 
tion forbidding the use by defendants of the trade secrets in question and 
from disclosing said secrets to others. Plaintiff further contends that defen- 
dants should be enjoined from using any type of mastic having PVA as 
its principal ingredient, and that the defendant corporation should be 
ordered to destroy at least part of the two assembly machines now in its 
possession. 

Defendants argue that plaintiff has discontinued use of the domestic 
mastic and is entitled to no relief insofar as the mastic is concerned. The 
defendants also contend that plaintiff is not entitled to an injunction with 



















~~ ii*- 





Vol. 48 T. M.R. HARRIS MFG. CO. v. WILLIAMS ET AL. 843 


regard to the assembly machine since it was not a trade secret and was not 
copied by defendants. 

The Court is not impressed with defendants’ contention that plaintiff 
has abandoned use of the domestic mastic and therefore, is entitled to no 
relief as to said item. The mere fact that plaintiff is not using the domestic 
mastic at the present time does not prevent said mastic from being a trade 
secret and does not give defendants the liberty of appropriating and using 
said mastic. The domestic mastic is available for plaintiff’s use any time 
it desires to do so, and its failure to use said mastic at the present time 
does not militate against its right to have the defendants enjoined from 
copying said mastic and violating plaintiff’s trade secret. 

On the other hand, the Court is also of the opinion that plaintiff is 
not entitled to an injunction against the use by defendants of any mastic 
having PVA as its principal ingredient. Certainly if defendants in good 
faith could purchase a finished mastic on the open market, they would be 
free to use such mastic even though it might contain a PVA base. 

Therefore, with regard to the mastic, plaintiff is entitled to an injunc- 
tion enjoining defendants, their agents or assigns from further use of 
the A. P. No. 7 mastic now being used by defendant corporation, and from 
the use of any mastic which is based in substantial part on plaintiff's 
domestic mastic. Plaintiff is also entitled to an injunction enjoining defen- 
dants, their agents or assigns from disclosing the ingredients or method 
of preparation of the domestic mastic to any other person. 

As to the assembly machine, plaintiff is entitled to an injunction 
enjoining defendants from further use of the two assembly machines in 
the possession of the defendant corporation, from the use of any machine 
which is based in substantial part on plaintiff’s V-3 assembly machine, and 
from disclosing the details of the machine to any other person. 

This case was tried on the question of the existence, if any, of trade 
secrets owned by plaintiff, and the violation, if any, of said trade secrets 
by defendants. The Court reserved for further hearing the question of 
the damages if any, to be recovered by plaintiff in the event it should be 
determined that defendants had appropriated and used trade secrets owned 
by plaintiff. Since the Court has concluded that defendants have appro- 
priated and used plaintiff’s trade secrets, it follows that the case should 
be set for further hearing on the question of the damages, if any which 
plaintiff is entitled to recover of and from the defendants. 

The Court is also setting for further hearing the question of the 
proper disposition of the two assembly machines now in the possession of 
the defendant corporation. Plaintiff contends that it is entitled to have 
at least certain parts of the machines destroyed, but it may be that on 
further hearing the parties can agree upon the proper disposition of the 
machines. 
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CONCLUSIONS OF LAW 






1. The Court has jurisdiction of the instant case insofar as it involves 
the case of the plaintiff against the defendants, Glenn J. Williams, indi- 
vidually, and Arkansas Parquet Flooring Company, an Arkansas corpo- 
ration. Venue is improper as to J. W. Wilson and Arkansas Parquet 
Flooring Company (the partnership) as an entity, and plaintiff's complaint 
should be dismissed as to said defendants. 








2. The plaintiff’s original mastic, domestic mastic, and V-3 assembly 
machine are each trade secrets. Plaintiff’s trade secrets with regard to the 
domestic mastic and the V-3 assembly machine have been unlawfully 








appropriated and used by defendants. 
Defendants have not appropriated or used plaintiff’s trade secret 
relating to the original mastic. 







3. Plaintiff is entitled to an injunction enjoining defendants and their 
agents or assigns from further use of the A. P. No. 7 mastic (now being 
used by the defendant corporation), and from the use of any mastic which 
is based in substantial part upon plaintiff’s domestic mastic. 

Plaintiff is also entitled to an injunction enjoining defendants and 
their agents or assigns from further use of the two assembly machines 
now in the possession of the defendant corporation and from the use of 
any assembly machine which is based in substantial part upon the plain- 
tiff’s V-3 assembly machine. 

Plaintiff is further entitled to an injunction enjoining defendants and 
their agents or assigns from disclosing to any person the details of the 
plaintiff’s domestic mastic or of plaintiff’s V-3 assembly machine. 
















4. The case should be set down for further hearing on the question 
of the damages, if any, to which plaintiff is entitled, and upon the ques- 
tion of proper disposition of the defendant corporation’s assembly machines. 
A judgment in accordance with the above should be entered. 








HOLMES et al. v. BORDER BROKERAGE COMPANY, INC. 
No. 34079 — Washington Super. Ct. — February 20, 1958 










REMEDIES—UNFAIR COMPETITION—BASIS OF RELIEF—TRADE AND COMMERCIAL NAMES 
A partnership composed of individually licensed customhouse brokers engages 
in the brokerage business under the name of BORDER BROKERAGE COMPANY from 1927, 







and by successor firms and corporations, continues the business until 1942 when, 





by changes in personnel, it no longer meets the qualifications of the Licensing Act 





and therefore loses its customhouse license, but continues to use its name in the 






insurance business. During the 3-year interval when plaintiffs were unable to comply 





with the licensing regulations defendant, with knowledge of the plaintiff’s prior 
use of the name, incorporated as BORDER BROKERAGE CO., INC. and engaged in the 
customhouse brokerage business. Shortly thereafter plaintiffs complied with the 
regulations and were issued a new customhouse license. The evidence shows no inten- 
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tion on the part of plaintiffs to abandon the name BORDER BROKERAGE COMPANY 
with respect to the brokerage business, and confusion between the two names is 
inevitable. Therefore plaintiff is entitled to an injunction requiring defendant cor- 
poration to change its corporate name, and the fact that plaintiff’s predecessor had 
previously been in technical violation of customs regulations does not aid defendant 
when the proof shows that the violation was known to the Customs Bureau and no 


penalties were imposed. 


Action by C. S. Holmes et al. v. Border Brokerage Company, Inc. for 
unfair competition. Defendant appeals from Superior Court, Kings 
County, Washington from judgment for plaintiffs. Affirmed. 


Hugh B. Horton, of Kennewick, Washington, for appellant. 
Le Cocq, Simonarson & Durnan, of Lynden, Washington, and Skeel, Mc- 


Kelvy, Henke, Evenson & Uhlmann, of Seattle, Washington, for respon- 


dents. 


Hunter, Justice. 
mu: . . . ° ° °ne ° ° © 
his is an appeal from a judgment granting the plaintiffs injunctive 
relief and requiring the defendant corporation to file and obtain a new 
corporate name in an action brought to restrain the use of a trade name. 


A detailed chronology of the use of trade name BORDER BROKERAGE 
COMPANY, now sought to be used by both the plaintiffs and defendant, is 
necessary to understand and evaluate their respective positions. 

Ben S. Armstrong and Clarence 8S. Holmes, both individually licensed 
as customhouse brokers by the Federal Government, formed a partnership 
in 1927 to engage in the customhouse brokerage business under the firm 
name of BORDER BROKERAGE COMPANY. The partnership was licensed as 
such by the Federal Government, having qualified under the rules and 
regulations of the customs department which required at least two officers 
of a corporation, or two members of a partnership, to have customhouse 
broker’s licenses in order to engage in such business as a corporation or 
partnership. 

The following year, the partnership incorporated under the same firm 
name and obtained a corporate license from the customs department of the 
Federal Government to conduct its business. It continued to operate under 
this license until 1942, when, for tax purposes, the corporation was dis- 
solved and inquiry was made to the customs department as to what further 
action, if any, was necessary. No reply was received in respect to this 
inquiry. However, Armstrong and Holmes, intending to continue their 
business as a partnership, included a bond for the Border Brokerage 
Company, not incorporated, in their letter of notification of the dissolution 
of the corporation. The customs department informed them it would be 
necessary to increase the bond to thirty thousand dollars, and the bond 
was promptly posted. Nothing was done by either the Government or 
Holmes and Armstrong concerning the actual corporate license, which re- 
mained in the office of the company until about December, 1950, when 
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a representative of the customs department discovered it during an inspec- 
tion. Thereafter, the license was removed and revoked. 

Subsequently, A. G. Grasher and C. L. Croft, former employees of 
the corporation, came into the picture as the successors of Armstrong, 
having purchased his interest. On January 1, 1951, plaintiffs Holmes, 
Grasher, and Croft formed a new partnership to continue to do business 
as the BORDER BROKERAGE COMPANY. This new partnership could not 
obtain a brokerage license, since only one member, Holmes, was a duly 
licensed broker. Grasher had made application for a broker’s license the 
preceding year (1950), but his license had not, as yet, been granted. 
Therefore, from January 1, 1951, to September 16, 1953, all the custom- 
house brokerage business of the partnership was carried on under the 
name of c. Ss. HOLMES. The plaintiffs made their position known to the 
United States customs bureau by a letter dated October 25, 1951. 

The BORDER BROKERAGE COMPANY (the new partnership), in the mean- 
time, engaged in the insurance business under the firm name, having 
obtained a license from the state insurance commissioner and a certificate 
of registration from the state tax commission of the State of Washington. 
It occupied the same office, carried a bank account under the firm name, 
and at all times carried two and sometimes three listings in the telephone 
book of the Farmers Mutual Telephone Company. This arrangement con- 
tinued until September 16, 1953, when the partnership received a license 
from the Federal Government, it having qualified for such license when 
Grasher obtained his individual license on August 16, 1953. 

Shortly after the license was granted to Grasher, and prior to the 
time the plaintiffs were granted their partnership license, the defendant 
BORDER BROKERAGE COMPANY, INC., came into existence on September 4, 
1953, by filing its articles of incorporation with the secretary of state of 
the State of Washington. The primary object of the defendant corporation, 
as stated in its articles, was to engage in the customhouse brokerage busi- 
ness with its place of business at Sumas, Whatcom county, Washington. 

Upon learning that the defendant corporation was operating in the 
same customs district, the plaintiffs notified Norman G. Jensen, one of the 
incorporators of the defendant corporation, of their trade name right and 
advised him not to use the name. Thereafter, the plaintiffs commenced this 
action for an injunction because of the confusion they allege had arisen 
and which would increase if the defendant corporation carried out its 
primary business as a customhouse broker in the same customs district. 

During the trial, the evidence revealed that Norman G. Jensen and 
Gordon Jensen, two of the incorporators of the defendant corporation, 
were also engaged in the customhouse brokerage business as NORMAN G. 
JENSEN, INC., with Gordon Jensen as its president. The Jensen Corporation 
opened an office in Blaine, Washington, in October, 1953. Norman G. 
Jensen was called as an adverse witness by the plaintiffs and testified in 
part, as follows: 
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“Q. How did you happen to pick on the name of BORDER BROKER- 
AGE COMPANY? A. I wanted to buy Ben Armstrong out. * * * Q. All 
right. You didn’t buy him out, did you? A. No. * * * Q. Mr. Jensen, 
why did you choose the name of BORDER BROKERAGE COMPANY? A. 
(No reply). Q. Why did you pick on that particular name? A. | 
just had a feeling that Mr. Armstrong would sell to us, and then 
I wanted, if he had, I was ready to pay him most any price he asked 
for his business. Had he sold it to us we would have continued the 
same name. Q. In other words, you knew that the name was being 
used, didn’t you? A. Yes. But my brother, Gordon, and | figured 
that we could buy his business, use that name, incorporate. The name, 
we knew it wasn’t a corporation, because everybody in the custom- 
house here in Seattle knew that the license had been kicked out and 
that the old corporate name wasn’t going.” 


The plaintiffs contended that confusion resulted from the use of the 
two names in the same customs district, as evidenced by mail, loss of 
clients and loss of business. The evidence disclosed that all documents 
in the customhouse brokerage business are processed by the collectors of 
the customs liquidation office; that liquidations are posted by name and 
number, and Sumas, Blaine, and Seattle are all in the same customs 
district. 

At the completion of the trial, the court found that there had been no 
abandonment of the name BORDER BROKERAGE COMPANY; that the names 
were confusing, and entered judgment for the plaintiffs from which the 
defendant has appealed. The judgment provides, in part, as follows: 


“* * * that defendant be and it is hereby enjoined and restrained 
forever from the display or use in any way of a firm name employing 
the name BORDER or any similar name to plaintiffs’ firm name BORDER 
BROKERAGE COMPANY, in connection with the handling or solicitation 
of customs brokerage on shipments between the United States and 
Canada, and 


“* * * that defendant corporation be hereby required to file for 
and obtain forthwith a new corporate name not employing the word 
BORDER Or any name similar to plaintiffs’ firm name BORDER BROKERAGE 
COMPANY, * * *” 


Appellant assigns as error certain findings of fact and conclusions of 
law entered, proposed findings refused, and the injunctive relief granted 
in the judgment. 

The appellant makes these basic contentions: (1) The respondents 
abandoned the use of the name BORDER BROKERAGE COMPANY; (2) the respon- 
dents have operated their business in violation of the Federal customs 
regulations for a number of years and should be denied equitable relief 
under the “unclean hands doctrine’; (3) no confusion has resulted from 
the use of the firm name by the appellant corporation, and the injunction 
granted is too broad and sweeping. 

In the case of Seattle Assn. v. Amalgamated Assn., 3 Wn.2d 520, 45 
USPQ 503, we reviewed extensively our previous decisions involving the 
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right to use a trade name and adopted therein eight rules of law for guid- 
ance in trade name cases. These rules were later cited in Foss v. Culbertson, 
17 Wn.2d 610, 57 USPQ 341. We deem it advisable for the purpose of this 
appeal to again state these rules, which are as follows: 











“First: The right to use a particular name as a trade name 
belongs to the one who first appropriates and uses it in connection 
with a particular business.” 






“Second: A person, whether individual or corporate, may not 
use any name, not even his or its own, which is the distinctive feature 
of a trade name already in use by another, if such use by the one 
person tends to confuse, in the public mind, the business of such person 
with that of the other.” 








“Third: The prior user may be entitled to relief regardless of 
actual fraud or intent to deceive on the part of a subsequent appro- 
priator.” 






“Fourth: To acquire the right to use a particular name, it is not 
necessary that the name be used for any considerable length of time. 
It is enough to show that one was in the actual use of it before it was 
begun to be used by another.” 









“Fifth: A trade name may be abandoned or given up by the 
original appropriator, and, when it is so abandoned or given up, any 
other person has the right to seize upon it immediately, and make use 
of it, and thus acquire a right to it superior not only to the right of 
the original user, but of all the world.” 








“Sixth: A trade name, in order to be an infringement upon an- 
other, need not be exactly like it in form and sound. It is enough if 
the one so resembles another as to deceive or mislead persons of ordi- 
nary caution into the belief that they are dealing with the one con- 
cern when in fact they are dealing with the other.” 









“Seventh: The rule is no different when the name, or some part 
thereof, is a geographical name, or contains descriptive words which 
have acquired a secondary meaning.” 






“Kighth: Prior right to the use of a name will be protected by 
injunction against others using it unfairly.” 










The appellant, in an effort to sustain its position, relies on rules four 
and five. We agree with the appellant that, if the firm name BORDER 
BROKERAGE COMPANY was abandoned by the respondents, it had a legal right 







to appropriate and use the name. However, this contention is not sustained 
by the evidence. While it is true that from January 1, 1951, until Septem- 
ber 16, 1953, the respondents did not and could not use the firm name 
in the customhouse brokerage business, the evidence discloses that they 
could and did legally use the name for other purposes heretofore stated 
in this opinion. Further, it is evident from the record that it was not the 
intention of the respondents to abandon the name in respect to the brok- 
The actual use for that purpose was held in abeyance 












erage business. 
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pending approval of Grasher’s individual broker’s license, which was 
necessary to qualify the partnership for a license. 

In Olympia Brewing Co. v. Northwest Brewing Co., 178 Wash. 553, 23 
USPQ 25 (24 TMR 455), we held that mere disuse of a trade name is not 
alone sufficient to constitute an abandonment, but disuse must be coupled 
with an actual intent to abandon. See, also, Washington Barber Co. v. 
Spokane Co., 171 Wash. 428, 16 USPQ 284 (23 TMR 187) ; Foss v. Culbert- 
son, supra; Hannis Distilling Co. v. Torrey Co., 32 App. D.C. 530. 

The record clearly supports the trial court’s finding that there was no 
abandonment of the trade name BORDER BROKERAGE COMPANY by the respon- 
dents. 


The appellant’s next contention is that the respondents acted in bad 
faith and should be denied equitable relief. There does appear to have 
been a technical violation of customs regulations by the Border Brok- 
erage Company from 1942 until December, 1950, by failure of the partner- 
ship to be licensed and the corporation license not having been surrendered 
when the corporation was dissolved. However, the Federal Government 
was informed of the dissolution and accepted a term bond for the BORDER 
BROKERAGE COMPANY, not incorporated. Further, after the formation of 
the new partnership, the Government was fully informed of the manner 
in which the business was operated. Therefore, there does not appear to 
have been any willful violation by the respondents. In any event, the 
eustoms department did not impose any penalties against the Border 
Brokerage Company, and having again granted the partnership a license, 
we cannot say any violation was such, under the circumstances, as to come 
within the “unclean hands doctrine,’ requiring a denial of equitable 
recognizance to the respondents. 


%9 


The appellant’s final contention is that its use of the trade name was 
not confusing or misleading, or, in any event, it should be permitted to 
operate as the BORDER BROKERAGE COMPANY, INC., in lines of business other 
than the brokerage business in the Seattle area. 


Our examination of the record discloses there has been confusion in 
the past, and we are convinced that it would increase in the future, if the 
appellant was allowed to operate any business under the name BORDER 
BROKERAGE COMPANY, INC., in Seattle, where the respondents’ office is located 
and which is in the same customs district as Blaine. Considering that the 
names are identical (except for Jnc.,) and not merely similar, together 
with the nature of the respondents’ business and all the other evidence in 
the case, we cannot say that the injunctive relief granted is too broad or 
sweeping. 

The evidence supports the judgment of the trial court. 

The judgment is affirmed. 


Hix, Chief Justice, FINLEY, WEAVER, and OTT, Justices, concur. 
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PANAVIEW DOOR & WINDOW CO. v. 
REYNOLDS METALS COMPANY 


No. 15059—C. A. 9 —February 21, 1958 











REMEDIES—UNFAIR COMPETITION—BASIS OF RELIEF—TRADE SECRETS 
Plaintiff sells aluminum doors, the parts of which it has made to its design 

and assembles. In 1954 plaintiff conceived new sliding door which it called PANADOR. 
Plaintiff submitted blue prints of components of the necessary dies to defendant, 
and defendant manufactured the components. Subsequently defendant sold compo- 
nents to plaintiff’s former customer which were made by the dies made for plain- 
tiff’s order. Evidence shows no fiduciary relationship between parties and no agree- 
ment that dies would not be used on work of other customers. Defendant made no 
disclosure of confidential information furnished it by plaintiff. No damage has been 
established, nor any unfair competition. Findings of district court not “clearly 
erroneous” and therefore must be affirmed. 














Action by Panaview Door & Window Co. v. Reynolds Metals Company 
for violation of confidential relationship. Plaintiff appeals from District 
Court for Southern District of California from judgment for defendant. 
Affirmed. 


Macbeth & Ford, Thomas P. Mahoney, and Patrick H. Ford, of Los 


Angeles, California, for appellant. 
Adams, Duque & Hazeltine, Henry O. Duque, Lawrence T. Lydick, and 
James 8. Cline, of Los Angeles, California, for appellee. 









Before Fer and HAMLEY, Circuit Judges, and CLARK, District Judge. 






FEE, Circuit Judge. 

This diversity suit involves the asserted improper use by Reynolds 
Metals Company of dies alleged to have been made solely for Panaview 
Door & Window Co. In three causes of action, alternatively pleading 
breach of contract, violation of a confidential relationship, and unfair 
competition, Panaview sought damages and injunctive relief. 

After a nonjury trial, judgment was entered for defendant. On this 
appeal, Panaview questions the findings of fact and conclusions of law 
of the trial court concerning each of the causes of action. 

Panaview is engaged in the business of producing and selling aluminum 
sliding glass doors. The company does not manufacture the component 
parts of these doors, but assembles the doors from parts purchased else- 














where. 

In the spring of 1954, Panaview conceived and developed a sliding 
glass door, to which it applied the name PANADOR. Construction of these 
doors required the use of aluminum extrusions in various sizes and shapes. 
An aluminum extrusion is a shape which is formed by forcing a hot 
billet of aluminum through a die by the use of a large press. 

Panaview engineers prepared drawings of the extrusions required in 
the manufacture of Panadors. From these drawings, blueprints were 
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made. In the late spring of 1954, representatives of Panaview and 
Reynolds discussed the manufacture of these extrusions and of the dies 
which would be needed. Reynolds is a large producer of aluminum in its 
various forms, including aluminum extrusions. 

At the time of these discussions, Reynolds was furnished with the 
Panaview blueprints referred to above. The blueprints were then proc- 
essed by the extrusion department of Reynolds, extrusion section drawings 
being made and special assembly tolerances being added. Final drawings 
were then submitted to and approved by Panaview. 

Panaview placed its first order with Reynolds for Panador extrusions 
on April 20, 1954. Additional orders were placed in July, September and 
December, 1954. Panaview paid Reynolds approximately $72,670.00 for 
the extrusions supplied under these orders. The final shipment on the 
last order was made on May 31, 1955. 

During 1954, Windsor Supply, Inc.,’ was one of the best customers of 
Panaview, buying complete knocked-down doors, which were then sold 
under the Windsor label. Late that year, Windsor began negotiations with 
Reynolds, with a view of purchasing the aluminum components necessary 
to the production of sliding doors. At least one of the reasons for these 
negotiations was that Panaview was questioning the credit of Windsor, 
and, for that reason, was threatening to stop shipments. 

As a part of its negotiations with Reynolds, Windsor submitted to 
that company samples of the various products for which extruded shapes 
were desired. Included in the samples so furnished was a Panador. 
Reynolds furnished price quotations on the basis of these samples. Windsor 
then placed an order with Reynolds for aluminum materials, including 
extrusions, to be used in manufacturing sliding glass doors similar to 
Panador. 

When the Windsor order was received in the extrusion department 
of Reynolds, it was seen that the dies called for were the same as those 
which had been ordered by Panaview. Reynolds therefore used on the 
Windsor order dies which had been made in connection with the Pana- 
view order. Windsor did not thereafter order any doors from Panaview. 
It purchased from Reynolds the extrusion parts for approximately five 
thousand doors, at a cost of $155,624.97. Panaview claims that, if it had 
sold this many doors to Windsor, it would have made a profit of more 
than $150,000.00. Reynolds argues that the evidence of Panaview as to 
damages is speculative and that no damages were sustained. 

During the period from December, 1954, through May, 1955, Reynolds 
was selling aluminum extrusions made with these dies to both Panaview 
and Windsor. While the trial court made no findings thereon, it is con- 
ceded that Panaview was receiving short and unbalanced deliveries from 
Reynolds during this period. There is evidence, however, that Reynolds’ 


1. For present purposes, Windsor Supply, Inc. (Windsor) will be taken to include 
Windsor Manufacturing, Inc. 
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shipments to Panaview had always been short, delayed and unbalanced, 
and that shipments to Windsor were no more complete or timely. Reynolds 
also produced evidence countering the charge of Panaview that extrusions 
originally manufactured for Panaview were sometimes diverted to 
Windsor. 

Reynolds has moved this Court for an order striking certain parts 
of the transcript of record. 

The motion to strike from the record an exhibit attached to Panaview’s 
trial court memorandum of points and authorities, consisting of a letter 
dated April 28, 1955, and to strike the reference in this memorandum to 
such letter, is granted. The letter in question was not received in evidence. 
The fact that the trial court denied, without prejudice, a similar motion, 
does not preclude us, proceeding under Rule 75(f), Federal Rules of Civil 
Procedure, 28 U.S.C.A., from correcting the record to exclude exhibits 
admittedly not received in evidence. 

The motion to strike from the record a document, which had been 
marked plaintiff’s exhibit 14 for identification, is also granted, and for 
the same reason. It is immaterial that it was the moving party, Reynolds, 
which designated this purported exhibit for incorporation in the record. 
Matters which were not before the trial court will be stricken on motion, 
even if they have been included in the record on appeal by stipulation. 
Heath v. Helmick, 9 Cir., 173 F.2d 156. 

Proceeding now to the merits of the appeal, we consider, first, the 
cause of action based upon breach of contract. It is the contention of 
-anaview that Reynolds was contractually obliged to use the dies solely 
on orders submitted by Panaview. If this be true, then, as Reynolds 
readily concedes, the use of these dies in filling orders for Windsor con- 
stituted a breach of contract. 

The trial court, however, found and concluded that Reynolds had no 
such contractual obligation. 

The orders, together with the acknowledgments of them by Reynolds, 
comprise the contract between the parties. The acknowledgments are on 
a printed form drafted by Reynolds. On the back of this form are seven- 
teen printed paragraphs of “Terms and Conditions.” Included among 
these is Paragraph 11, which reads: 


“Equipment: Any equipment (including jigs, printing plates or 
cylinders, dies and tools, ete.) which Seller constructs or acquires 
specifically and solely for use on Buyer’s order shall be and remain 
Seller’s property and in Seller’s sole possession and control. Any 


charges made by Seller therefor shall be for the use of such equipment 
* * %» 


only 


Specifically, the language above quoted is a part of a printed form which 
appears on the reverse of an acknowledgment to Panaview of an order for 
Reynolds to make certain quantities of extrusions for the construction of 
the doors in question. Reynolds sent out a form of acknowledgment of this 
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order, which had on its reverse side printed terms and conditions which 
included Paragraph 11, while on the face the extrusions ordered were 
listed and also an itemization of nine different extrusion dies. For these 
the document lists an itemized charge to Panaview designated as a “die 
charge” on the order. The amount of each “die charge” is entered in a 
column bearing the printed designation “Price.” The total of the die 
charges is $1,430.00. 

Paragraph 11, standing alone, does not evidence an agreement of the 
kind asserted by Panaview. It contains no words of promise. The purpose 
of the paragraph is not to specify what equipment shall be held for the 
sole use of the buyer. It provides only that, as to any equipment which 
Reynolds may have agreed to use “specifically and solely” on a buyer’s 
order, Reynolds retains title, possession and control, despite the payment 
of a charge therefor. 

But, of course, Paragraph 11 does not stand alone. In order to 
determine its full significance and to ascertain whether Reynolds, by these 
documents, did assume an obligation to hold the dies for the sole use of 
Panaview, we must examine the whole contract.” 

There is no provision in any of the documents which specifies that 
Panaview obtained any rights as to the dies by paying the “die charge.” 
The proper inference, from the language of the documents, is that such 
charges were made for the dies because of the use of them on the orders 
of Panaview for extrusions. There is no direct promise anywhere that 
these dies will not be used on the work of other customers. The entire 
balance of the documents contains no reference to printed Paragraph 11. 
None of these contains a promise by Reynolds that the specific dies for 
which the charge was made would be used specifically and solely upon 
orders of Panaview. Paragraph 11 itself deals only with the title of dies 
which Reynolds has made “specifically and solely for use on Buyer’s 
order” and the disposition of such dies when the customer has furnished 
no further order for extrusions. But, in order to put this clause into 
effect, there must be a promise by Reynolds to make such exclusive use, 
which none of these documents contains. The contest here is not over the 
title to or disposition of the dies for which a charge was made to Panaview. 

The cardinal point is that the documents as a whole contain no 
engagement or agreement that Reynolds will use any of these dies solely 
and exclusively on the work of Panaview. It is equally clear there was no 
such promise by Reynolds as to those for which a “die charge’ was made. 
Paragraph 11 could not have been brought into play unless Panaview 
had insisted to a reference thereto on the face of the billing. In the instant 
case, the whole document, taken by the four corners, shows positively that 





2. “The whole of a contract is to be taken together, so as to give effect to every 
part, if reasonably practicable, each clause helping to interpret the other.” California 
Civil Code, § 1641. See, also, 1 Restatement of Contracts, § 235(c); City of Harlan, 
Iowa v. Duncan Parking Meter Corporation, 8 Cir., 231 F.2d 840, 841; Universal Sales 
Corporation v. California Press Manufacturing Co., 20 Cal. 2d 751, 760, 128 P.2d 665, 671. 
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there is no such promise. The face of the document specified only a “die 
charge” to Panaview. This term is not used in Paragraph 11 and is no- 
where explained. But this lack of explanation gives no assistance in deter- 
mining whether Reynolds promised to use all the dies so construed solely 
upon the order of Panaview. However, this circumstance does not render 
the document ambiguous. Reynolds did not say that Paragraph 11 of the 
printed form applied to this order. The document as a whole contains no 
provision from which such a promise can be inferred. 











Thus, the documents so construed were not ambiguous. But it is said 
ambiguity arises from the conflicting claims and interpretations of em- 
ployees of Reynolds as to the application of Paragraph 11. In general, it 
was the position of Reynolds at the trial that Paragraph 11 had no appli- 
cation to the dies in question. But in the affidavit of William O. Yates, 
Regional General Manager of Reynolds, which affidavit was received in 
evidence, it was said: 












“By written agreement with Panaview * * * the dies which we 
made were to remain the property of Reynolds Metals Company and 
under Reynolds Metals Company’s sole possession and control, and 
Panaview simply acquired a priority on the use of the dies whenever 
its orders for extruded shapes were received by us * * *” 













Since the only “written agreement” between Reynolds and Panaview, 
governing ownership, possession and control of the dies, is that which is 
to be found in Paragraph 11, it might appear that Yates then thought 
Paragraph 11 applied to the Panaview dies. 

Reynolds argues that Yates made this statement in advancing the 
alternative argument of Reynolds that, if Paragraph 11 applies, Panaview 
obtained only a priority of use. It may be that Yates had such an alterna- 
tive in mind. The concession that alternative interpretations of the con- 
tract are possible itself might tend to establish ambiguity. 












A colloquy, which occurred during the course of the trial and which 
is quoted in the margin, shows that even counsel for Reynolds sometimes 
thought Paragraph 11 applied to the Panaview dies.* A still more graphic 
illustration of the confusion in Reynolds’ camp as to the meaning of 
Paragraph 11 is found in this statement, made to the trial court by counsel 
for Reynolds: 











“Mr. Duque: If the court please, with regard to the interpreta- 
tion of paragraph 11, paragraph 11 covers two situations, one where 
the dies are made solely for the use of the customer and another 
where it isn’t solely for the use of the customer.” 








3. “The Court: Well, as I understand the defendant’s contention it is, under this 
paragraph 11, that notwithstanding the fact that the plaintiff paid for the dies, that 
it is nonetheless the property of the defendant. Mr. Mahoney (counsel for Panaview) : 
That is correct, Your Honor. The Court: Is that a fair statement of the defendant’s 
contention? Mr. Duque (counsel for Reynolds): Yes, it is, Your Honor.” 
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Panaview presents these various illustrations as “judicial admissions” 
on the part of Reynolds. However, we think the possibility of inconsis- 
tency between them and the general position of Reynolds, that Paragraph 
11 has no application to the Panaview dies, deprives the quoted statements 
of standing as judicial admissions. But, upon the theory that these supply 
some extrinsic evidence that the contract was ambiguous with regard to 
the point here in issue, the circumstances surrounding the entry into the 
contract will be examined. 

Where the language of a contract is ambiguous, the court must en- 
deavor to find that meaning which represents the intent of the parties 
when the contract was executed. One permissible course in searching for 
such intent is to examine the circumstances under which the contract was 
made and the matters to which it relates. California Civil Code, §1647. 

There is considerable evidence of this kind in the record, which we 
now summarize. Abraham Grossman, President of Panaview, had his 
first experience in ordering aluminum extrusions from Reynolds in 1948. 
At that time, Grossman was President of Glide Windows, Inc. The printed 
acknowledgment form then used by Reynolds differed in some respects 
from that which it later used in the Panaview contract. The equipment 
paragraph, designated 12 instead of 11, is quoted in the margin.‘ 

It will be noted that the emphasized second sentence of Paragraph 12 
expressly provides that all equipment which is made specifically for use 
on a buyer’s order will be used exclusively for the manufacture of prod- 
ucts for the buyer. 

It is perfectly clear that, when Reynolds expected to be bound to 
exclusive use, its agents knew how to say so. It is equally obvious that, 
by leaving out the last sentence of this paragraph on the form which 
constituted the present contract, Reynolds intended to be bound to exclu- 
sive use only in instances where, by express language, such a promise was 
made to the customer. If such an express engagement were made on the 
face of the form, then Paragraph 11, as to title and disposition of the dies 
and other articles, would take effect. But, in the absence of a direct 
promise to use the dies exclusively for Panaview, Paragraph 11 had no 
effect whatsoever. 

It is of stellar importance that Panaview and Grossman had con- 
tracted with Reynolds in the past, when the other form was in use. If it 
had been thought desirable, when this contract was entered, to require this 
sentence to be written on the face of the order, or another form of express 
promise, the responsibility rests upon Panaview or its agents. In viewing 


4. “12. Equipment: Any equipment (including jigs, printing plates or cylinders, 
dies and tools, but excluding patterns) which Seller constructs or acquires specifically 
for use on Buyer’s order shall be and remain Seller’s property and in Seller’s sole 
possession and control, and any charges made by Seller therefor shall be for the use 
of such equipment only. All such equipment will be used exclusively for the manufacture 
of products for Buyer * * *.” (Emphasis added. ) 
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the surrounding circumstances, the omission is strong evidence that no 
such promise by Reynolds was contemplated by either party. 

This is the most important piece of extrinsic evidence, but there are 
other circumstances which may have bearing which we now consider. 

At the time the contract was made, Grossman and Panaview believed 
that Panador was about to be patented. If that had eventuated there 
would have been no occasion for Reynolds to promise to use the dies solely 
for Panaview. Any other use would then have been an infringement of 
patent. When no patent issued, Panaview then discovered that a different 
contract should have been made. 

The original pencil drawing submitted to Reynolds by Panaview bears 
the designation, “Horizontal sliding door designed by Abe Grossman— 
4-1-54.” The shapes depicted in this drawing were designed solely by 
Grossman, and were for the parts of new, competitively-priced sliding 
doors unlike any then in use. The drawing earries the words “Patents 
Pending.” 

The extrusion department of Reynolds then made a drawing in which 
tolerances were added and other minor revisions were made. This drawing, 
which was submitted to Grossman for approval, carried the same notations 
as on the original pencil drawing. These were carried into the final in- 
voices. 

At the time these drawings were exchanged and the contract between 
these parties came into being, Reynolds had no customer other than Pana- 
view for these Panador aluminum extrusions. Nor did it then have any 
prospective customers. As a matter of fact, it must then have seemed 
quite unlikely that Reynolds would ever have any other customers for 
such extrusions, in view of the notice it then had that a patent application 
was pending. The failure of Panaview to ask for an exclusive use clause 
in the contract is thus explained. It was not until September, 1954, several 
months after this contract was entered into, that Windsor came to 
Reynolds with a Panador and ordered similar extrusions. 

It was also adduced at the trial that the “die charge” was less than 
half the actual cost of making the die, that no sales tax was paid by 
Panaview on the die charges and, significantly, that Reynolds actually 
manufactured more than one set of dies upon which no “die charge” was 
levied against Panaview. 

We have now set out all the evidence relating to the circumstances 
from which inferences might be drawn as to the intent of the parties, as 
though the contract were ambiguous.® It was not ambiguous as we have 
held. Since this evidence was in the record, the trial judge made express 
findings of fact. One of these directly found that Panaview had not 





5. If it were ambiguous, the findings of the trial court would be upheld for “ ‘the 
construction of an uncertain or ambiguous agreement by the trial court after the taking 
of oral evidence in aid of its interpretation must stand unless it is without support in 
the evidence.’ ” Pacific Portland Cement Co. v. Food Machinery & Chemical Corporation, 
9 Cir., 178 F.2d 541, 553; Rule 52(a), Federal Rules of Civil Procedure, 28 U.S.C.A. 
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proved that the dies in controversy were constructed “solely for use on 
buyer’s order” within the meaning of Paragraph 11. He also found that 
Reynolds did not at any time agree to keep such dies for the sole and 
exclusive use of Panaview and that the “die charge” was a service fee for 
the use of the dies in manufacturing the extrusions. With these findings 
we agree. 

It is claimed these were not findings but mere conclusions. The testi- 
mony covers about three hundred printed pages. The credibility of the 
witnesses enter into the weight thereof. If the trial judge had determined 
at the outset that the writings were plain, the trial could have ended there. 
But there was a trial relating to all the extrinsic circumstances, and the 
findings of fact were made as a result. 

It has been suggested that, from the undisputed evidence found in 
this record, comprising about three hundred printed pages of testimony, 
this Court should now find that the circumstances surrounding the incep- 
tion of the contract are such that the only possible inference therefrom is 
that Reynolds promised to use these dies for Panaview alone. If such 
a rule has any validity it should be confined to facts established by judicial 
admission or by stipulation. The mere circumstance that a witness has 
testified to a fact and the testimony is not controverted does not enshrine 
it as an undisputed fact. 

The trial court here has made findings of fact. If we should hold these 
findings “clearly erroneous” or hold that on the entire record it is clear 
a mistake has been made, we could, of course, reverse. If this Court should 
hold that the writings are ambiguous and that the trial judge failed to 
make appropriate findings as to the circumstances surrounding the making 
of the contract, it would be our function to remand. The Federal Rules of 
Civil Procedure give this Court no power to make new independent find- 
ings upon evidence which this Court did not hear. Trial de novo is not 
permitted under our present system, except perhaps in admiralty. 

We affirm the trial court on the ground that the writings were not 
ambiguous and contained no promise to use any of the dies made after 
Panaview gave the order specifically and solely for use on work of the 
latter. We likewise approve the findings of the trial judge that the col- 
lateral circumstances at the inception of the contract call for no inference 
that such a promise was made or intended. We likewise hold that the 
findings of the trial court, that there never at any time existed a fiduciary 
or trust relationship between the parties, that there was never any dis- 
closure by defendant of any confidential information furnished to it by 
plaintiff, that there was no damage and that the allegations of unfair 
competition had not been proved, were supported by the evidence and 
were not clearly erroneous. 

The judgment is affirmed. 





THE TRADEMARK REPORTER Vol. 48 T. M.R. 


ADOLPH GOTTSCHO, INC. v. AMERICAN 
MARKING CORPORATION 


No. A-72— New Jersey Super. Ct.— March 3, 1958 


REMEDIES—UNFAIR COMPETITION—SCOPE OF RELIEF—ACCOUNTING 

Action for unfair competition based on misappropriation of trade secrets by 
former employee of plaintiff. Judgment for plaintiff included an injunction and 
accounting of profits. Accounting hearings were held and an account filed, to which 
certain exceptions were taken. On the allowance and disallowance of some of the 
exceptions, both parties appealed. Where defendant orders machines incorporating 
plaintiff’s trade secrets from National, who placed orders with American Screw 
Products, who made and shipped the equipment, and defendant, National and 
American Screw Products were controlled by same person, the 20% charge of 
American Screw Products was not allowable as cost in determining defendant’s 
profits, since American Screw Products performed no useful function. 

Where judgment provides that defendant account for “all avails or profits” 
involved in the manufacture of the infringing machines, this is held to include 
profits involved in the sale of the ink, type and solvents accompanying the infring- 
ing machines. 

The general rule in trademark cases is that the infringer in an accounting may 
not set off losses in one year against profits of subsequent years, and in the excep- 
tions where the losses are a necessary preliminary to the establishment of the 
profitable sale, the burden of establishing the deductibility of the loss is on the 
wrongdoer, which defendant has failed to establish here, and therefore the trial 
court’s judgment permitting the offset is reversed. 

COURTS—APPELLATE PROCEDURE 
COURTS—PLEADING AND PRACTICE 

Fact that plaintiff accepted payment of judgment by defendant while filing 
cross appeal with regard to the question of profits on the sales of ink, type and 
solvents and the issue of offset of losses, does not bar plaintiff from pursuing its 
appeal and cross appeal, since the appeal would only serve to increase the judgment 
rather than decrease it. 


Action by Adolph Gottscho, Inc. v. American Marking Corporation for 
misappropriation of trade secrets. Both parties appeal from Chancery 
Division, New Jersey Superior Court from judgment for plaintiff on 
accounting. Modified. Heher, Justice, concurring in part with opinion. 

See also 45 TMR 977. 


Jerome C. Eisenberg, Ralph Neibart, and Eisenberg & Spicer, of Newark, 


New Jersey, for plaintiff. 
Robert R. Daly and Ralph G. Mesce, of Newark, New Jersey, for defendant. 


Before WEINTRAUB, Chief Justice, and HEHER, WACHENFELD, BURLING, 
JACOBS, FRANCIS, and Proctor, Justices. 


JACOBS, Justice. 

The defendant American Marking Corporation appealed and the 
plaintiff Adolph Gottscho, Inc. cross appealed from a judgment entered in 
the Chancery Division on March 8, 1957. We certified on our own motion. 
R.R. 1:10-1(a). 
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In 1951 the plaintiff Adolph Gottscho, Inc. instituted its action against 
its former employee Jackson and others including the defendant American 
Marking Corporation; its complaint alleged that Jackson had in confidence 
learned the plaintiff’s trade secrets while in its employ and that he and 
the others were improperly using them; and the relief it sought included 
an injunction and accounting. After a lengthy trial Judge Speakman 
found in the plaintiff’s favor (35 N.J. Super. 333 (Ch.Div. 1954)), we 
affirmed (18 N.J. 467, 105 USPQ 398 (1955)) and the United States 
Supreme Court denied certiorari (350 U.S. 834, 100 L.Ed. 744, 107 USPQ 
362 (1955)). The judgment entered by Judge Speakman on March 1, 1954 
provided, in addition to injunctive relief, that Jackson and the defendant 
American Marking Corporation account to the plaintiff for “all avails or 
profits” received by them in the manufacture and sale of machines em- 
bodying the plaintiff’s secrets. After the judgment was entered and an 
appeal had been taken, the defendant applied to the Appellate Division 
for permission to complete orders from 26 customers “in which about 80 
per centum or more of the work had been accomplished.” The Appellate 
Division granted permission on condition that all sums received in pay- 
ment of such orders be placed in trust pending further order of the court. 
The many later proceedings relating to this item need not be detailed nor 
need we deal here with the judgment of April 8, 1957 which determined 
that the defendant American Marking Corporation and others had violated 
the judgment of March 1, 1954 and were guilty of contempt. We are 
concerned here only with the defendant’s appeal and the plaintiff’s cross 
appeal from the judgment (dated March 8, 1957) directing the defendant 
American Marking Corporation (and Jackson) to account to the plaintiff 
in the sum of $31,727.31 plus interest from March 1, 1954 and costs. 

On June 18, 1956 Judge Sullivan (to whom the matter had been as- 
signed) directed the defendant American Marking Corporation (and 
Jackson) to prepare an account of all avails or profits made or received 
by them and directed the plaintiff to file such exceptions as it considered 
appropriate. An account was prepared and the plaintiff filed eleven excep- 
tions. On September 7, 1956 a pre-trial order was entered which provided 
that a hearing would be held by the court “limited to a determination of 
the correctness of the account filed only insofar as excepted by the plain- 
tiff.” The first exception filed by the plaintiff complained that the defen- 
dant American Marking Corporation (and Jackson) had not charged 
themselves with profits after March 1, 1954 and referred particularly to 
the machines which were the subject of the application to the Appellate 
Division for permission to complete. During the hearing the court indi- 
eated that it was not concerned with profits after March 1, 1954 except on 
the sales of the aforementioned machines and as to those a supplemental 
account was submitted and the plaintiff filed exceptions. Judge Sullivan 
took the position that the earlier proceedings had established that the 
machines completed pursuant to the permission of the Appellate Division 

















860 THE TRADEMARK REPORTER Vol. 48 T. M.R. 











actually embodied the plaintiff’s trade secrets; as he put it “there wouldn’t 
have been any permission required if they had not.” 

Judge Sullivan allowed some of the exceptions and disallowed others; 
the defendant’s present appeal is confined (1) to the court’s allowance of 
exception No. 8 insofar as it related to the 20% paid to National Machine 
Products Corporation on sales from American Screw Products Company 
(through National) to the defendant American Marking Corporation dur- 
ing the period from July 7, 1953 to March 1, 1954; (2) to the court’s action 
in compelling an account for profits on sales of ink, type and solvents 
(exception No. 11); and (3) to the court’s application of its rulings on 
the main account to the supplemental account. The plaintiff’s cross appeal 
is confined to its contention that the court erred in permitting the defen- 
dant American Marking Corporation to offset its losses in 1951 against its 
profits during ensuing years; on this issue, the appellant’s briefs are silent 
although its reply brief does urge that the plaintiff’s cross appeal is barred 
by its acceptance of the sum awarded to it in the judgment of March 1, 
1954 and its delivery of a satisfaction of judgment. 


From July 7, 1953 to March 1, 1954 the defendant American Marking 
Corporation purchased machines amounting to $60,933.53 from National 
Machine Products Corporation which had in turn purchased them from 
American Screw Products Company. Half of the sales price received by 
the defendant was remitted by it to National which retained 20% of the 
sum it received and remitted the balance to American Screw Products 
Company. The evidence indicates that National was simply a paper con- 
duit which performed no significant functions, and the plaintiff persua- 
sively urges that the sole reason for its creation was to siphon off part of 
the profits of the defendant American Marking Corporation. The dominat- 
ing influence in the participating entities is John A. Cozzone. He and 
other members of his family are the partners in American Serew Products 
Company and his children are the stockholders, officers and directors of 
National Machine Products Corporation and the defendant American 
Marking Corporation. Judge Sullivan was satisfied that the dominating 
influence of John A. Cozzone, not only over American Screw Products 
Company and National Machine Products Corporation but also over defen- 
dant American Marking Corporation, existed throughout the period in 
question ; he made the following finding which should not be disturbed on 
the record before us: 


“The evidence also shows that out of total purchases some 
$60,933.53 represented purchases from or through National Machine 
Products Corp., another Cozzone family corporation. 

“Without going into too much detail, it might be apropos to point 
out that, except for a short period of time, which is not material here, 
the defendant corporation did not manufacture any of the machines 
it sold, but simply ordered them from a manufacturing concern, as 
for example American Screw Products or Gus Reinke Machinery & 
Tool Company. 
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“Neither was the National Machine Products Corporation a 
manufacturing concern and on the sixty thousand-odd dollars’ worth 
of orders it obtained from the defendant corporation, the National 
Machine Products Corporation merely placed the orders with Amer- 
ican Screw Products which made and shipped the machines. 

“When we consider that all three corporations were owned and 
controlled by the same family, no reasonable basis appears for placing 
this sixty thousand-odd dollars’ worth of orders through National 
Machine Products instead of directly with American Screw Products, 
where the orders end up eventually anyway. The only tangible result 
was that the middle corporation added twenty per cent onto the cost 
of the machine to the defendant corporation, without rendering any 
adequate functions or service in return. The effect was to divert 
some of the profits which American Marking would otherwise make 
to National Machine Products. This is unjustified, according to the 
evidence, and the item of $60,933.53, representing purchases from 
National Machine Products, will only be allowed to the extent of 
eighty per cent thereof, or $48,746.83 * * *.” 


The appellant’s brief asserts that exception No. 8 challenged “only 
the fairness of the prices charged to American Marking Corporation” and 
that there was no proof submitted by the plaintiff as to what were fair 
prices. But the plaintiff’s contention does not rest on the unfairness of 
the charge to the defendant; it rests primarily on the ground that actual 
profits of the defendant were diverted to the paper conduit National 


Machine Products Corporation and should for purposes of the accounting 
be considered as profits of the defendant. The exception was phrased 
broadly and was adequate to encompass the plaintiff’s contention; thus 
it charged that American Screw Products Company, National Machine 
Products Corporation and defendant American Marking Corporation con- 
stituted one economic unit “by reason of their relationship and their inter- 
company transactions and interests”; that defendant American Marking 
Corporation was required to pay to National Machine Products Corpora- 
tion (and American Screw Products Company) such sums as were fixed 
by John A. Cozzone without regard to market value; and that the pay- 
ments to National Machine Products Corporation (and American Screw 
Products Company) should not be allowed as deductions in calculating 
the net profits of the defendant American Marking Corporation. See 
Restatement, Torts § 748, comment b (1938). 

The judgment of March 1, 1954 does not in terms refer to ink, type 
and solvents but it does provide that the defendant American Marking 
Corporation account for “all avails or profits” received by it in the manu- 
facture and sale of machines embodying the plaintiff’s secrets. The ma- 
chines will not operate without ink, type and solvents and the defendant 
sold these items in connection with the machines. We believe that the 
profits thereon may properly be considered as falling within the terms 
and scope of the judgment of March 1, 1954 and subscribe to the following 
finding by Judge Sullivan: 
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“The evidence discloses that in connection with the sale of the 
machines, which embodied some of plaintift’s trade secrets, the defen- 
dant, as ancillary to and part of the sale of the machines or subse- 
quent to but in connection with the servicing of said machines also 
furnished the customer with type, ink, and solvents. Nowhere does 
it appear that the sale of these items were independent of and not 
connected with sales of the machines. While, strictly speaking, the 
sales of type, ink and solvents were not found by the Court to be an 
infringement of the plaintiff’s rights, they were so intimately con- 
nected with the defendant’s illegal activities and ancillary thereto, 
that I feel that the defendant must also pay over to the plaintiff not 
only the profits on the sales of the illegally manufactured machines, 
but also the profit on type, ink and solvents sold.” 

















Cf. Duplate Corp. v. Triplex Safety Glass Co., 298 U.S. 448, 456, 80 L.Ed. 
1274, 1281, 29 USPQ 306, 310 (1936); Union Electric Welding Co. v. 
Curry, 279 I. 465, 468 (6th Cir. 1922), cert. denied, 260 U.S. 727, 67 L.Ed. 
484 (1922); Armstrong v. Belding Bros. & Co., 297 F. 728, 731 (2d Cir. 
1924), cert. denied, 265 U.S. 585, 68 L.Ed. 1192 (1924); 4 Callmann, 
Unfair Competition and Trademarks 1891 (2d ed. 1950); Ellis, Trade 
Secrets 395 (1935). The appellant seeks comfort from res judicata prin- 
ciples but they do not support its position. Although the judgment of 
March 1, 1954 does not restrain the independent sale of ink, type and 
solvents it does not in any sense sanction their sale in connection with 
machines which embody the plaintiff’s secrets. 













The appellant objects to the trial court’s application to the supple- 
mental account of its rulings on the main account; it stresses that the pre- 
trial order “limited the determination of the correctness of the accounting 
to the exceptions filed” and that the supplemental account was followed 
by the filing of only three exceptions which were overruled by the trial 
court. But the record fairly indicates that the original exceptions were 
intended to be applicable to the supplemental account and, considering 
the protracted nature of the litigation and the absence of prejudice to the 
defendant, the trial court was justified in applying all of its rulings to 
the supplemental account without further proceedings. We are satisfied 
that the three points urged by the defendant American Marking Corpora- 
tion are without merit and that its appeal must be rejected in toto; we 
come now to the plaintiff’s cross appeal from the trial court’s ruling that 
the American Marking Corporation was entitled to offset its losses in 1951 
against its profits during ensuing years. See Duplate Corp. v. Triplex 
Safety Glass Co., supra, 298 U.S. at 457, 80 L.Ed. at 1281, 29 USPQ at 310; 
Crosby Steam Gage and Valve Co. v. Consolidated Safety Valve Co., 141 
U.S. 441, 457, 35 L.Ed. 809, 816 (1891); Restatement, supra § 747 com- 
ment d; 4 Callmann, supra at 1892; Ellis, supra § 281 et seq. Cf. Coca-Cola 
Co. v. Dixi-Cola Laboratories, 57 F.Supp. 911, 912, 68 USPQ 55, 56 (34 
TMR 356) (D.Md. 1944), affirmed in part and reversed in part on other 
grounds, 155 F.2d 59, 68 USPQ 242 (36 TMR 84) and 69 USPQ 360 (36 
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TMR 164) (4th Cir. 1946); National Carbon Co. v. Richards & Co., 85 
F.2d 490, 30 USPQ 327 (2d Cir. 1936); Electrical Engineers Equipment 
Co. v. Champion Switch Co., 49 F.2d 359 (W.D. N.Y. 1931); Starr Piano 
Co. v. Auto Pneumatic Action Co., 12 F.2d 586 (7th Cir. 1926); Union 
Electric Welding Co. v. Curry, supra; McKee Glass Co. v. H. C. Fry Glass 
Co., 248 F. 125 (3d Cir. 1918). 

The account, as originally submitted by the defendant, showed a loss 
in the calendar year 1951, a profit in the calendar year 1952, a loss in the 
calendar year 1953, and a loss during the two months preceding the entry 
of judgment on March 1, 1954. The account, after being adjusted in ac- 
cordance with the trial court’s disallowance of various items claimed by 
the defendant as deductions, still showed a loss in the calendar year 1951 
but showed profits in 1952, 1953 and the two month period in 1954. The 
trial court ruled that in recalculating the defendant’s net profits, its losses 
during 1951 could be offset against its profits during the ensuing years. 
It is this ruling which the plaintiff’s cross appeal now seeks to reverse. 
Most of its supporting authorities deal with patent and trademark infringe- 
ments but the pertinent principles which they express may be considered 
generally applicable to cases involving the wrongful appropriation of 
trade secrets. See Ellis, supra, § 281 et seq. Cf. L. Martin Co. v. L. Martin 
& Wilckes Co., 75 N.J. Eq. 257, 260 (E. & A. 1909). 

In the leading case of Duplate Corp. v. Triplex Safety Glass Co., 


supra, the Supreme Court expressed the view that the owner of a patent, 
in holding an infringer to an accounting for profits, could accept trans- 
actions resulting in a gain while rejecting transactions resulting in a loss. 
In National Carbon Co. v. Richards & Co., supra, the court adopted the 
same approach by refusing to permit losses during one calendar year to be 
offset against profits during other calendar years; in the course of his 
opinion Judge Swan said, 30 USPQ at 329: 


“Complaint is made that a loss of some $12,000 in the year 1932 
was excluded from the computation. This is correct. The loss in one 
year had no relation to profit or loss in another. Each hour of use of 
the carbon was a separate infringement. If the figures permitted it, 
the plaintiff could pick out only the profitable hours as the infringe- 
ments for which he sued. See Walker, Patents (6th Ed.), §754; 
Klooster, Patent Accountings, 257. Since the books are on the yearly 
basis, it is feasible and fair to make the years as independent infringe- 
ments.” 


In Starr Piano Co. v. Auto Pneumatic Action Co., supra, the court, in 
declining to permit the offset of losses during one calendar year against 
profits in other calendar years, took the position that there is nothing 
unfair in requiring a wrongdoer to account for profits while being himself 
required to “sustain the losses incurred in other and separate transactions.” 
In Coca-Cola Co. v. Dixi-Cola Laboratories, supra, Judge Coleman, in 
rejecting a Special Master’s action in offsetting losses during one calendar 
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year against profits in other calendar years, concluded that the weight 
of authority does not generally allow such offsets and that no sufficient 
reason had been given to justify the master’s departure from the “usual 
method of computing the profits in cases of this kind.” However, in Union 
Electric Welding Co. v. Curry, supra, it was noted that the applicability 
of the general rule against deducting losses from profits depends on the 
facts of the case and that there is “no invariable rule that each calendar 
year must stand by itself’; there, the court permitted offsets for losses 
sustained during an introductory year of the defendant’s operations which 
entailed special expenses “in working up the business and bringing about 
the profits in the later period.” 

The general principles underlying most of the cited cases are expressed 
in the secondary authorities. Thus Callmann, supra at 1892 states that an 
infringing defendant may set off his losses against his profits “but only if 
they arise out of the same transaction’; that separate sales to several 
customers involve separate wrongs to the plaintiff and each stands on its 
own; that the profit realized on one sale cannot be reduced by the loss 
arising out of another; but that if the unprofitable sale is a necessary 
preliminary without which the profitable sale could not be effected the 
result of both must be included in the computation. And the Restatement, 
supra, §747 comment d sets forth that a sale resulting in a loss may not 
generally be offset by an infringer against another and independent sale 
resulting in a gain but it expressly recognizes that an offset may be allowed 
where the unprofitable sale was merely a necessary preliminary to the 
profitable sale. The burden of establishing that he is entitled to the offset 
for losses is on the wrongdoer and it is equitable that doubts be resolved 
against him; this is acknowledged by both the primary and secondary au- 
thorities. See Duplate Corp. v. Triplex Safety Glass Co., supra; Union 
Electric Welding Co. v. Curry, supra; Electrical Engineers Equipment Co. 
v. Champion Switch Co., supra; Ellis, supra, at 417 et seq.; Callmann, 
supra at 1882; 2 Nims, Unfair Competition and Trademarks 1368 et seq. 
(4th ed. 1947). 

The defendant American Marking Corporation stands largely in the 
position of a defaulting trustee which has breached its fiduciary obligation 
by selling, on its own behalf, machines embodying the plaintiff’s trade 
secrets. See Adolph Gottscho, Inc. v. American Marking Corp., supra, 
18 N.J. at 474, 105 USPQ at 402. As such it must account for its profits 
without regard to the extent of the plaintiff’s actual damages; we need not 
consider whether the plaintiff might recover damages plus profits for 
that claim is not made here. Compare L. Martin Co. v. L. Martin & 
Wilckes Co., supra, with Chappell & Co. v. Palermo Cafe, 146 F.Supp. 
867, 112 USPQ 378 (D. Mass. 1956). See Consolidated Boiler Co. v. Bogue 
Electric Co., 141 N.J. Eq. 550, 570, 77 USPQ 483 (Ch. 1948) ; A. Hollander 
&c., Inc. v. Philip A. Singer, &c., Inc., 119 N.J. Eq. 52, 69 (Ch. 1935), 
aff'd 120 N.J. Eq. 76 (E. & A. 1936). Professor Scott, in his discussion of 
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a defaulting trustee’s right to balance losses against gains, points out 
that the trustee may do so only when his breaches of trust “are not 
separate and distinct” and that where there is doubt as to whether the 
breaches are separate and distinct it must be resolved against the trustee. 
2 Scott, Trusts §213 (2d ed. 1956). 

In the instant matter the trial court flatly rejected the plaintiff’s 
argument that the losses for 1951 should not be offset against the ensuing 
profits, expressing the view that “the argument is tenuous and not the 
rule to be applied.” It suggested that if the plaintiff’s contention were 
followed logically the court would “be obliged to discard time periods 
entirely and consider each individual sale separately and whether or not 
the defendant made a profit or loss on it.” But, as throughout our law, 
logic is neither the single nor controlling factor, and the plaintiff does not 
seek here to press its contention to its logical extreme. It points out that 
an innocent plaintiff seeking an accounting from a defendant wrongdoer 
is confronted with serious practical difficulties in establishing undisclosed 
as well as disclosed profits, particularly where manipulative devices such 
as family corporations are involved, and it effectively urges that where, 
as here, the defendant wrongdoer has submitted calendar year figures of 
profits and losses, it is just and equitable that the plaintiff be permitted to 
accept the profitable years while rejecting the others. See Cardozo, J., in 
Duplate Corp. v. Triplex Safety Glass Co., supra. The general rule estab- 
lished by the authorities favors the plaintiff and the defendant has not 
attacked either its soundness or applicability, nor has it made any effort 
to bring itself within an exception. Thus its briefs contain not a single 
word about the merits of the issue raised by the plaintiff’s cross appeal 
and the appendix which it has submitted contains nothing to indicate that 
the unprofitable sales in 1951 were not separate and distinct from the sales 
during the ensuing years, or that they were in fact necessary preliminaries 
to the later profitable sales. On the record before us the trial court’s 
ruling which permitted the offset of the 1951 losses must be reversed and 
the cause remanded for appropriate revision of the sum accountable by the 
defendant to the plaintiff. 

The final point requiring our attention is the contention that the 
plaintiff’s cross appeal “is moot,” in view of the payment to the plaintiff 
and the warrant of satisfaction delivered by it to the defendant. The 
judgment directing the defendant to account to the plaintiff in the sum of 
$31,727.31 with interest and costs was entered on March 8, 1957; the 
defendant’s notice of appeal was filed on April 9, 1957; and the plaintiff’s 
notice of cross appeal was filed on April 19, 1957. The defendant paid the 
amount due on the judgment and received a warrant of satisfaction dated 
May 16, 1957. There was no compromise or settlement or any express 
waiver or abandonment of either the appeal or the cross appeal but the 
defendant, though it never moved to dismiss the cross appeal, now urges 
in its reply brief that it was barred. It places reliance on judicial state- 
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ments that a litigant who accepts the benefits of a judgment is estopped 
from attacking its conditions. See Krauss v. Krauss, 74 N.J. Eq. 417, 421 
(E. & A. 1908); In re The Mortgage Guaranty Corp., d&c., Act, 1387 N.J. 
Eq. 193, 198 (E. & A. 1945). But here the plaintiff’s cross appeal was 
explicitly confined to the single issue raised by the offset of the 1951 losses 
and its outcome could serve to increase but not to reduce the amount of 
the judgment. The plaintiff’s acceptance of the sum found by the trial 
court to be due and its delivery of the warrant of satisfaction while it at 
all times continued to assert that an additional sum was due was in nowise 
inconsistent and furnished no real basis for an estoppel. The defendant 
makes no showing of having been prejudiced and no reason of substance 
has been advanced for considering the plaintiff’s cross appeal as volun- 
tarily waived or technically barred. Cf. Beronio v. Pension Commission of 
Hoboken, 130 N.J.L. 620, 622 (E. & A. 1943); McWilliams v. McWilliams, 
216 Ala. 16, 112 So. 318 (1927). Our conclusion that the cross appeal 
was maintainable is buttressed by the many decisions elsewhere which 
recognize the right of a party to accept a sum to which he is in any event 
entitled and still pursue his request for a legal ruling on appeal which 
would increase that sum. See Bass v. Ring, 210 Minn. 598, 299 N.W. 679, 
169 A.L.R. 980 (1947); Shaffer v. Great American Indemnity Co., 147 
F.2d 981 (5th Cir. 1945) ; Bohl v. Bohl, 72 S.D. 257, 32 N.W. 2d 690 (1948) ; 
Hayward v. Green, 32 Del. Ch. 576, 88 A. 2d 806 (1952); 2 Am. Jur., 
Appeal and Error §215 (1936); 4 C.J.S., Appeal and Error §216(c) 
(1957). 

The judgment of March 1, 1957 is modified and the cause is remanded 
to the Chancery Division for further proceedings in conformity with this 
opinion. 


































HEneEr, Justice, for modification. 

I would also modify the judgment to exclude an accounting by the 
defendant for profits on sales of ink, type and solvents, as not within the 
judgment of March Ist, 1954. It is not shown that in the sale of these 
articles of commerce there was any invasion of plaintiff’s rights. Other- 
wise, I concur in the judgment of this court. 










MORGENSTERN CHEMICAL COMPANY, INC. v. 
G. D. SEARLE & COMPANY 


No. 12326—C. A. 3—March 12, 1958 










REMEDIES—UNFAIR COMPETITION—BASIS OF RELIEF—CONFUSINGLY SIMILAR MARKS 
Action for unfair competition and an accounting based on plaintiff’s use of 
MICTURIN for tablets for relief of infection in urinary tract. Defendant, with 
knowledge of plaintiff’s mark, adopted MICTINE for tablets to relieve hypertension 
and nephrosis. Both drugs dispensed by prescription and both marks stem from 
Latin root “miction” and are similar in sound, suggestiveness and derivation. Possi 
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bility of confusion not eliminated because products are dispeused by prescription. 
Physicians and pharmacists not infallible and there can be no likelihood of confusion 
where medicine is concerned. Defendant enjoined. 
REMEDIES—UNFAIR COMPETITION—SCOPE OF RELIEF—ACCOUNTING 
Accounting will be denied where injunction satisfies equities of case. 


Action by Morgenstern Chemical Company, Inc. v. G. D. Searle & 
Company for unfair competition. Plaintiff appeals from District Court 
for District of New Jersey from judgment dismissing complaint. Reversed. 

Case below reported at 47 TMR 766. 


Copal Mintz, of New York, N. Y., for appellant. 
Frederick B. Lacey, of New York, N. Y., for appellee. 


Before Maris, McLAvGHLIN, and STALeEy, Circuit Judges. 


Maris, Circuit Judge. 

The plaintiff, Morgenstern Chemical Company, Inc., appeals from the 
dismissal of its complaint in the District Court for the District of New 
Jersey and the entry of judgment in favor of the defendant, G. D. Searle 
& Company, in an action brought to enjoin the defendant from infringing 
a trade name belonging to the plaintiff and for an accounting of profits. 
Jurisdiction rests on the diversity of citizenship of the parties. The facts 
of the case, which are undisputed, are fully set out in the opinion of the 
district court. 150 F.Supp. 726, 113 USPQ 176 (47 TMR 766). For the 
purposes of this appeal it is sufficient to state that the plaintiff company, 
a manufacturer and distributor of pharmaceuticals, started in 1950 to 
promote and in 1951 to market tablets, under the name MICTURIN, to be 
taken orally for the relief of infections in the urinary tract in cases of 
nephritis, pyelitis, urethritis, cystitis, and prostatitis, which were to be 
dispensed only upon physicians’ prescriptions. The name MICTURIN was 
conceived and adopted because it was suggestive of miction (urination) 
and micturition (the passage of urine), each of which is derived from the 
Latin micturire, meaning to urinate. The defendant company, also a 
manufacturer and distributor of pharmaceuticals, in 1954, with full know]l- 
edge of plaintiff’s prior use of the name MICTURIN, started to promote and 
market tablets, under the name MICTINE, which were also to be taken orally 
and dispensed only on physicians’ prescriptions, for diuretic therapy in 
eases of hypertension, congestive heart failure, glomerulonephritis, pyelone- 
phritis, and nephrosis. Both MicTURIN and MICTINE are derived from or 
based upon the same Latin root and are intended to suggest urination. 
They are, however, prescribed for radically different conditions and for 
different uses and desired effects. There was evidence that it was extremely 
unlikely that a physician would prescribe or a pharmacist dispense the 
product of one of the parties for the treatment of a condition for which 
the product of the other was indicated. 

The district court found that the plaintiff owned a valid common law 
trade name MICTURIN which was entitled to legal protection. However, 








868 THE TRADEMARK REPORTER Vol. 48 T. M. R. 

















because the two products are dispensed only upon physicians’ prescrip- 
tions, the court limited its inquiry to the question whether there was a 
likelihood of confusion within the specialized group composed of physi- 
cians and pharmacists. Upon the evidence, and taking judicial notice of 
the high standards of care required to be followed in both these fields, 
the district court concluded that there was no likelihood of confusion 
between the two names. Nonetheless the court found obvious similarity in 
derivation, suggestiveness, spelling, and sound in careless pronunciation 
between MICTURIN and MICTINE as applied to pills to be taken by mouth 
for therapeutic purposes and stated that if the two names had been em- 
ployed to designate medicinal tablets designed for the alleviation or cure 
of the same or closely related human ailments, it would have no difficulty 
in finding a confusing similarity between them. However, since the pills 
are not designed for the same ailments, the district court concluded that 
there was no confusing similarity in the two names and that the plaintiff's 
trade name was not infringed. Accordingly, the court refused to enjoin 
the defendant’s use of the trade name MICTINE. The court also found that, 
since the products were non-competing and the defendant did not seek 
to palm off its goods as those of the plaintiff, there was no basis in the 
evidence to support the plaintiff’s charge of unfair competition. The 
complaint was accordingly dismissed with prejudice and judgment was 
entered for the defendant. 150 F.Supp. 726, 113 USPQ 176 (47 TMR 766). 
This appeal followed. 

The plaintiff contends on this appeal that the district court erred in 
coneluding that there was no confusing similarity between the names 
MICTURIN and MICTINE because they did not designate medicinal tablets 
for the alleviation or cure of the same or closely related human ailments, 
and in refusing on this ground to enjoin the defendant’s use of the name 
MICTINE. 

There is no precise formula or rule of law which may be applied 
mechanically in deciding whether there is an infringement of a trademark 
or name. On the contrary, under the law of New Jersey, which the district 
court rightly held to be controlling here,’ each case must be decided on its 
own facts and cireumstances.? As the Supreme Court long ago pointed out 
in McLean v. Fleming, 1877, 96 U.S. 245, 251, “What degree of resemblance 
is necessary to constitute an infringement is incapable of exact definition, 









































1. It appears that the state and federal decisions are in accord on the issues here 
involved. Q-Tips, Inc. v. Johnson g Johnson, 3 Cir. 1953, 206 F.2d 144, 145, 98 USPQ 
86, 87 (44 TMR 39), cert. den. 346 U.S. 867, 99 USPQ 491. While the plaintiff argues 
that New Jersey law is not applicable to events occurring in other jurisdictions, it has 
not shown that the law of those other jurisdictions is different, with respect to the 
problems here presented, from the law of New Jersey or the federal law. Accordingly, 
that difficult problem in the conflict of laws need not be decided in this case. See 
Campbell Soup Co. v. Armour & Co., 3 Cir. 1949, 175 F.2d 795, 796-797, 81 USPQ 430, 
431-432 (39 TMR 666). 

2. Goldscheider v. Schnitzer, 1949, 3 N.J. Super. 425, 430, 66 A.2d 457, 460; 3 


Callmann, Unfair Competition and Trademarks, 2nd ed., § 81.1; 1 Nims, Unfair Com 
petition and Trademarks, 4th ed., § 22d. 
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as applicable to all cases. All that courts of justice can do, in that regard, 
is to say that no trader can adopt a trademark, so resembling that of an- 
other trader, as that ordinary purchasers, buying with ordinary caution, 
are likely to be misled.” It is, however, settled that the courts will protect 
a trademark owner against poaching by a competitor who seeks to sell his 
goods as those of another.* Moreover the protection to which the owner 
of a trademark or name is entitled is not solely against confusion resulting 
from the use by another of the same or a similar name for a competing 
product in the same market. For the courts have frequently enjoined the 
use of a trademark or name in related fields whether or not the products 
were actually similar or competitive.‘ 

In a suit to enjoin the use of a trade name, as distinguished from an 
action for the recovery of damages or profits from its use, it may be 
equitable as well as in the public interest, under particular circumstances, 
to enjoin the defendant from using his trade name although it is not 
applied to a product which is similar to that to which the plaintiff’s name 
is applied, and even though the defendant does not seek to induce pur- 
chasers to buy his goods instead of those of the plaintiff. 

In the field of medical products, it is particularly important that great 
care be taken to prevent any possibility of confusion in the use of trade- 
marks.® The test as to whether or not there is confusing similarity in these 
products even if prescribed and dispensed only by professionally trained 
individuals does not hinge on whether or not the medicines are designed 
for similar ailments. The rule enunciated by Judge Hulen in Cole Chem- 
ical Co. v. Cole Laboratories, D.C.Mo. 1954, 118 F.Supp. 612, 616, 617, 101 
USPQ 44, 47, 48 (44 TMR 647), is applicable here: 


“Plaintiff and defendant * * * are engaged in the sale of medical 
preparations. They are for ultimate human consumption or use. 
* * * They are practically all for ailments of the human body. Con- 
fusion in such products can have serious consequences for the patient. 
Confusion in medicines must be avoided. 


“Prevention of confusion and mistakes in medicines is too vital 
to be trifled with.” 





3. Trademark Cases, 1879, 100 U.S. 82, 92; Hanover Star Milling Co. v. Metcalf, 
1916, 240 U.S. 403, 413 (6 TMR 149); Mishawaka Mfg. Co. v. Kresge Co., 1942, 316 
U.S. 203, 205, 53 USPQ 323, 325 (32 TMR 254). 

4. Aunt Jemima Mills Co. v. Rigney Co., 2 Cir. 1917, 247 F. 407 (8 TMR 163), 
cert. den. 245 U.S. 672; Vogue Co. v. Thompson-Hudson Co., 6 Cir. 1924, 300 F. 509 
(15 TMR 1), cert. den. 273 U.S. 706; Rosenberg Bros. & Co. v. Elliott, 3 Cir. 1925, 7 
F.2d 962 (15 TMR 479); Yale Electric Corporation v. Robertson, 2 Cir. 1928, 26 F.2d 
972 (18 TMR 321); Kotabs v. Kotex Co., 3 Cir. 1931, 50 F.2d 810, 10 USPQ 20 (21 
TMR 592), cert. den. 284 U.S. 665; L. FE. Waterman Co. v. Gordon, 2 Cir. 1934, 72 
F.2d 272, 22 USPQ 268 (24 TMR 343); Procter § Gamble Co. v. J. L. Prescott Co., 3 
Cir. 1939, 102 F.2d 773, 40 USPQ 434 (29 TMR 105), cert. den. 308 U.S. 557, 43 USPQ 
521. See Restatement, Torts, §§ 717, 744. 

5. See Campbell Products v. John Wyeth & Bro., 1944, 31 C.C.P.A. 1217, 143 F.2d 
977, 62 USPQ 302 (34 TMR 248); Thymo Borine Laboratory v. Winthrop Chemical Co., 
1946, 33 C.C.P.A. 1104, 155 F.2d 402, 69 USPQ 512 (36 TMR 204); Van Pelt & Brown 
v. John Wyeth §& Brother, 1947, 34 C.C.P.A. 1033, 161 F.2d 244, 73 USPQ 408. 
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The observations made by Assistant Commissioner Leeds of the Patent 
Office in R. J. Strasenburgh Co. v. Kenwood Laboratories, Inc., 1955, 106 
USPQ 379, 380 (45 TMR 1508), are particularly apt, that 


“physicians are not immune from confusion or mistake. Furthermore, 
it is common knowledge that many prescriptions are telephoned to the 
pharmacist and others are handwritten, and frequently the hand- 
writing is not unmistakably legible. These facts enhance the changes 
of confusion or mistake by the pharmacist in filling the prescription 

if the marks appear too much alike when handwritten or sound too 

much alike when pronounced.” 


The defendant concedes that physicians and pharmacists are not 
infallible but urges that the members of these professions are carefully 
trained to detect differences in the characteristics of pharmaceutical prod- 
ucts. While this is doubtless true it does not open the door to the adoption 
by manufacturers of medicines of trademarks or names which would be 
confusingly similar to anyone not exercising such great care. For physi- 
sians and pharmacists are human and in common with the rest of mankind 
are subject to human frailties. In the field of medicinal remedies the 
courts may not speculate as to whether there is a probability of confusion 
between similar names. If there is any possibility of such confusion in 
the case of medicines public policy requires that the use of the confusingly 
similar name be enjoined.® Indeed, as the plaintiff points out, the district 
court itself in this case regarded the defendant’s right to use the name 
MICTINE as very doubtful. For in its opinion on amendment of judgment 
the court stated that “the defendant herein trod a very narrow course 
when it adopted the name MICTINE with full knowledge of the prior use 
of the name Micturin by the plaintiff.” 

For the reasons which we have stated we hold that the finding of the 
district court, with which we concur, that there is “obvious similarity in 
derivation, suggestiveness, spelling, and sound in careless pronounciation, 
between MICTURIN and MICTINE as applied to pills to be taken by mouth 
for therapeutic purpose” requires the conclusion, in the circumstances of 
this case, that the defendant has infringed the rights of the plaintiff in its 
common law trade name MICTURIN and should be restrained from further 
doing so. The contention of the defendant that the plaintiff abandoned the 
name MICTURIN in 1953 is without support in the record and requires no 
discussion. Accordingly we conclude that the district court erred in deny- 
ing the plaintiff injunctive relief. 

The plaintiff further contends that the district court erred in denying 
it an accounting of defendant’s profits from the sale of MIcTINE. The 
determination of the district court in this regard was based on its findings 
that there was no actual competition between MICTURIN and MICTINE 





6. See Lambert Pharmacal Co. v. Bolton Chemical Corporation, D.C.N.Y. 1915, 219 
F. 325, 326 (5 TMR 38). 
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tablets and that there has been no showing of palming off by the defendant 
of its product as that of the plaintiff. Accordingly, the court concluded 
that the defendant was not guilty of unfair competition. 

It does not follow that because a trademark owner is entitled to an 
injunction to prevent future infringement he is ipso facto entitled to an 
accounting of profits.’ An accounting will be denied where an injunction 
will satisfy the equities of the case. Champion Plug Co. v. Sanders, 1947, 
331 U.S. 125, 131, 73 USPQ 133, 136. Upon consideration of the facts of 
the present case we are clear that the district court did not err in denying 
an accounting and that the equities will be fully satisfied by the granting 
of an injunction against future use of the name MICTINE by the defendant. 

The judgment of the district court will be reversed and the cause 
will be remanded with directions to grant an injunction but to deny an 
accounting of profits. 


CONTINENTAL CASUALTY COMPANY v. BEARDSLEY et al. 
No. 174—C. A. 2—March 24, 1958 


COPYRIGHTS 

Forms and insurance instruments are proper subjects for copyright protection 
although a stiff standard of proof exists to establish infringement thereof. Material 
essential to the practice of a published idea is not protectible and a showing of 
copying in the exact form, or substantially so, is required. 

Unconditional dissemination of less than one hundred sets of insurance forms 
to prospective customers prior to securing a copyright thereon constituted a general 
publication which forfeited the copyright. Distribution to a special group for a 
limited purpose without a right to reproduce or redistribute, is a limited publication 
which does not have such a result. 

A different rule exists in determining whether there has been a publication 
depending upon whether the issue concerns compliance with the copyright statute 
or forfeiture of common law rights. 

REMEDIES—UNFAIR COMPETITION—BASIS OF RELIEF—IN GENERAL 
COPYRIGHTS 

After publication of his insurance forms, defendant’s sole protection stemmed 
from his statutory copyright, if any, in the absence of which complete copying 
would be permitted unless it would result in passing off. 

COPYRIGHTS 

Threats of instituting infringement proceedings in order to secure a monopoly 
in a type of insurance business employing certain allegedly copyrighted forms does 
not constitute unfair competition or an antitrust violation if such threats are not 
unreasonable or deceitful. 

Attorney’s fees were properly refused to a plaintiff even though it had suc 
ceeded in having defendant’s alleged copyright declared invalid. 


7. McLean v. Fleming, 1877, 96 U.S. 245; The International Silver Co. v. Rogers 
Corporation, 1904, 66 N.J.Eq. 140, 57 A. 725; Rubber & Celluloid Harness T. Co. v. 
Rubber-Bound Brush Co., 1912, 81 N.J.Eq. 419, 88 A. 210, affirmed 81 N.J.Eq. 519, 88 
A. 213 (3 TMR 496) ; J. F. Rowley Co. v. Rowley, 3 Cir. 1912, 193 F. 390, 393 (2 TMR 
261); Q-Tips, Inc. v. Johnson §& Johnson, 3 Cir. 1953, 206 F.2d 144, 148, 98 USPQ 
86, 89-90 (44 TMR 39), cert. den. 346 U.S. 867, 99 USPQ 191. See also Restatement, 
Torts, § 745. 
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Action by Continental Casualty Company v. Hulbert T. E. Beardsley 
and H. T. E. Beardsley, Inc. for declaratory judgment of invalidity and 
noninfringement of copyright and for unfair competition and violation 
of antitrust laws in which defendants counterclaim for copyright infringe- 
ment and unfair competition. Both parties appeal from District Court for 
Southern District of New York from judgment for plaintiff in part and 
defendants in part. Modified. 

Case below reported at 47 TMR 511. 


Leslie D. Taggart, of New York, N. Y. (Watson, Leavenworth, Kelton & 
Taggart and Robert C. Nicander, of New York, N. Y., and John Rex 
Allen and Paul L. Latham, of Chicago, Illinois, on the brief), for 
plaintiff. 

Benjamin Busch (Sprague & Peck, Otto C. Sommerich, and Stuart 
Sprague, on the brief), of New York, N. Y., for defendants. 

















Before Hincks and LuMBarD, Circuit Judges, and Dimock, District Judge. 






Hincxks, Circuit Judge. 

These are cross-appeals arising out of a suit brought by Continental 
Casualty Company (Continental) which sought a declaratory judgment 
that defendant’s copyrights were invalid together with an injunction, an 
accounting, and counsel fees. Continental also demanded damages for 
unfair competition and violation of the antitrust laws. The defendant, 
Beardsley,’ counterclaimed alleging infringement by Continental of his 
valid copyrights and that Continental was liable for unfair competition. 
The District Court held that the material in question was not properly 
copyrightable; that, even if it were, the copyright had been lost; and, 
further, that there was no infringement. The District Court granted the 
declaratory relief sought by Continental and an injunction. It rejected 
the unfair competition claims of both parties and Continental’s antitrust 
claim and its request for an accounting and counsel fees. Each party has 
appealed from every adverse ruling below. In addition, Beardsley contends 
that in any event the injunction is too broad. 



















Copyrightability 










This controversy had its inception in the late 1930's. Defendant 
Beardsley was an insurance broker (also a member of the bar) who alleg- 
edly developed a blanket bond to cover replacement of lost securities which 
would operate in futuro. In September 1939, he published his “plan” in 
a six-page pamphlet. The entire pamphlet carried a copyright notice and 
Continental admits that the introductory three pages of narrative are 
validly copyrighted. As to these three pages, however, there is no claim 
of infringement. Continental contended below, and the court agreed, that 










1. H. T. E. Beardsley, Inc. was named as a co-defendant. Its legal position does 
not differ from that of Hulbert T. E. Beardsley. The use of “defendant” or “Beardsley” 
is intended to refer to both. 
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the remaining three pages of forms to carry out the “plan” were not copy- 
rightable. The forms included a proposed bond, an affidavit of loss and 
indemnity agreement, and drafts of an instruction letter and board resolu- 
tions. Beardsley had also devised various insurance instruments, some 
but not all of which he had copyrighted. 

We find nothing which, as a matter of law, prevents the copyrighting 
of forms and insurance instruments such as those now before us. Article I 
Section 8, Cl. 8 of the United States Constitution grants Congress power 
to “promote the Progress of Science and useful Arts by securing for lim- 
ited Times to Authors and Inventors the exclusive Right to their respec- 
tive Writings and Discoveries.” Congress in 17 U.S.C.A. § 4 has provided 
that “The works for which copyright may be secured under this title shall 
include all the works of an author.” * See also Brightley v. Littleton, E.D. 
Pa., 37 F. 103. 

Notwithstanding this general authority in support of the copyright- 
ability of forms, Continental relies upon Baker v. Selden, 101 U.S. 99. In 
that case Selden had written a book explaining a simplified system of 
bookkeeping. This system used the so-called “T accounts,” familiar to any 
student of accounting or bookkeeping, which had the usual headings. The 
court held that though the explanation of the system was copyrightable, 
the system itself—as evidenced by the account forms—was not copyright- 
able. A distinction was drawn between “explanation” and “use,” the court 
stating that material relating to “use” could be protected, if at all, only 
by patent. Mazer v. Stein, 347 U.S. 201, 100 USPQ 325 (44 TMR 389), 
does not weaken Selden in any way. Mazer was concerned with electric 
lamp bases which had been copyrighted as works of art. The court held 
that the fact that these bases were also put to practical use did not destroy 
their copyrightability. 

In Baker v. Selden, supra, the subject-matter was such that the expla- 
nation of the system could be treated as separable from account books 
prepared and arranged for the practice of the system. But not so here. 
For inseparably included in Beardsley’s bonds and affidavits, which con- 
stitute the means for the practice of his Plan, is language explanatory of 
the Plan. Consequently, the holding of Baker v. Selden is not applicable 
here. See also Taylor Instrument Companies v. Fawley-Brost Co., 7 Cir., 
139 F.2d 98, 59 USPQ 384, cert. den. 321 U.S. 785, 60 USPQ 579, chart for 
recording temperatures; Aldrich v. Remington-Rand, 52 F.Supp. 732, 59 
USPQ 210 (N.D. Texas), sheets for keeping tax records; Page v. Wilsden, 
20 L.T.R. (n.s.) 435, cricket scoring sheet. And since the Constitution and 
Copyright Act read directly upon all the forms here involved, we hold 
them to be copyrightable. 





2. Continental argued below that Beardsley’s “authorship” of the Beardsley Plan 
was not sufficient to entitle him to a copyright. Judge Palmieri found it unnecessary 
to resolve this conflict. We reach the same conclusion for reasons which will appear 
shortly. 
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This resolution of the question of copyrightability raises several very 
serious questions as to the scope of the protection granted which we now 
come to consider. 


Infringement 


We agree completely with the conclusion of the trial court that 
Beardsley did not succeed in proving infringement. This he attempted by 
an indirect method. He offered forms which had been used by the Pullman 
Company contending that these Pullman forms infringed his forms. He 
then asserted that Continental had infringed Pullman and, indirectly 
therefore, Beardsley. 

After proving some similarity between the Continental and Pullman 
forms, Beardsley went no further. He asserted that the burden then shifted 
to Continental to show that Pullman did not infringe Beardsley. For this 
proposition Amdur, Copyright Law & Practice, 688-692, and cases there 
cited are relied upon. Whether this be sound law it is not necessary for 
us now to decide. For irrespective of the burden of proof or of going for- 
ward, the proofs here showed that as to the affidavit of loss, although the 
Continental and Pullman forms are very similar, the Beardsley form is 
sufficiently different from both to negate infringement. And as to the 
other documents none are close enough to the Beardsley forms to require 
the reversal of the trial court’s holding of non-infringement. 

There have been several cases dealing with the copyrighting of insur- 
ance and similar forms. Significantly, they uniformly are decided by hold- 
ings of non-infringement and leave undecided the copyrightability point.’ 
These cases have set a stiff standard for proof of infringement. 

In Dorsey v. Old Surety Life Ins. Co., 10 Cir., 98 F.2d 872, 39 USPQ 
92, 94, the court found non-infringement, declaring, “To constitute in- 
fringement in such cases a showing of appropriation in the exact form or 
substantially so of the copyrighted material should be required.” 

In Crume v. Pacific Mut. Life Ins. Co., 7 Cir., 140 F.2d 182, 60 USPQ 
359, cert. den. 332 U.S. 755, 61 USPQ 543, the court found non-infringe- 
ment of plaintiff’s pamphlet describing a method for reorganizing insurance 
companies. As in all of these cases, the court was keenly aware that to 
prohibit similarity of language would have the effect of giving the copy- 
right owner a monopoly on his idea—which the cases uniformly deny to 
copyright owners. Thus, the court stated, at pp. 184-185, 60 USPQ at 361: 


“* * * Tn the instant situation there is no room for the skill of 
the mechanic or artisan in utilizing the plan or the method disclosed. 
Its use, to which the public is entitled, can be effected solely by the 
employment of words descriptive thereof. In our view, where the 
use can be effected only in such manner, there can be no infringement 


3. We have had to decide the copyright question here because one portion of the 
judgment appealed from enjoined Beardsley from claiming a copyright on any of his 
forms. 
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even though the plan or method be copied. We realize that such a view 
leaves little, if any, protection to the copyright owners; in fact, it 
comes near to invalidating the copyright. This situation, however, 
results from the fact that the practical use of the art explained by 
the copyright and lodged in the public domain can be attained solely 
by the employment of language which gives expression to that which 
is disclosed.” 


Further, 


“We also observe that such comparison [of the documents] adds 
strength to the view heretofore expressed that defendant’s rightful 
use of the art disclosed could only be accomplished by the employment 
of words which describe plaintiff's method. To hold that an idea, 
plan, method or art described in a copyright is open to the public but 
that it can be used only by the employment of different words and 
phrases which mean the same thing, borders on the preposterous. It is 
to exalt the accomplishment of a result by indirect means which could 
not be done directly. It places a premium upon evasion and makes 
this the test of infringement. Notwithstanding some authorities which 
support a theory permitting such a result, we think it is wrong and 
disapprove it.” 


Most recently, in Miner v. Employers Mutual Liability Co. of Wis- 
consin, D.C. Cir., 229 F.2d 35, 108 USPQ 100, the court approved the 
District Court holding that “|t|here is no similarity in the arrangement 
of words of plaintiff’s policies and the arrangement of words in defendant’s 
policy and that defendant has not appropriated in the exact form or sub- 
stantially so plaintiff’s copyright material.” 

These cases indicate that in the fields of insurance and commerce the 
use of specific language in forms and documents may be so essential to 
accomplish a desired result and so integrated with the use of a legal or 
commercial conception that the proper standard of infringement is one 
which will protect as far as possible the copyrighted language and yet allow 
free use of the thought beneath the language. The evidence here shows 
that Continental in so far as it has used the language of Beardsley’s forms 
has done so only as incidental to its use of the underlying idea. Chautauqua 
School of Nursing v. National School of Nursing, 2 Cir., 238 F. 151. In so 
doing it has not infringed. 


Publication 


Judge Palmieri held, alternatively, that Beardsley had forfeited his 
copyright to the forms in his pamphlet by a publication in January, 1939, 
without any copyright notice. As Judge L. Hand stated in National Comics 
Publications v. Fawcett Publications, 2 Cir., 191 F.2d 594, 90 USPQ 274,‘ 
opinion clarified 198 F.2d 927, 94 USPQ 289, it “has been unquestioned 


4. In this opinion, at page 598, 90 USPQ at 277, Judge Hand shows that the loss 
by publication of a common law copyright may more accurately be designated as a 
forfeiture than an abandonment. 
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law since 1774” (Donaldson v. Becket, 4 Burrows 2408) “that the publica- 
tion of a copyrightable ‘work’ puts that ‘work’ into the public domain 
except so far as it may be protected by copyright.” 191 F.2d at 598, 90 
USPQ at 277. Beardsley contends that the January, 1939, publication was 
one so limited as not to terminate his common law protection as preserved 
and codified in 17 U.S.C.A. § 2.° 

The facts developed below indicate that in January, 1939, Beardsley 
had a supply of 100 sets of the forms which later were included in his 
copyrighted pamphlets. An unspecified portion of these were distributed 
to prospective customers, such as corporate officers and surety companies, 
for their consideration. Judge Palmieri found that this distribution was 
one made to a “limited group” as was “natural” since the pamphlet was 
of limited interest. He also found that Beardsley had not proved his 
claim that the distribution had been made on condition that it “could not 
be shown to others and had to be returned.” He further found that any 
interested party could obtain a copy and that Beardsley desired to stimu- 
late an interest in his plan. There was no charge for the forms or plan. 
If adopted, Beardsley wrote in the pamphlet, he would “naturally expect 
to be permitted to arrange the bond.” In early 1939 three companies 
adopted the plan and began to use the forms. On September 30, 1939, 500 
pamphlets were printed and for the first time a copyright notice was affixed. 
In 1945 the copyright was registered, with September 30, 1939 listed as 
date of publication. 

What are the legal criteria to be applied to these facts? One of the 
best and most concise distinctions between general and limited publication 
is found in White v. Kimmell, 9 Cir., 193 F.2d 744, 92 USPQ 400, cert. den. 
343 U.S. 957, 93 USPQ 535, where it is said that a “publication which 
communicates the contents of a manuscript to a definitely selected group 
and for a limited purpose, and without the right of diffusion, reproduc- 
tion, distribution or sale, is considered a ‘limited publication,’ which does 
not result in loss of the author’s common-law right to his manuscript; but 
that * * * circulation must be restricted both as to persons and purpose, or 
it can not be called a private or limited publication.” 193 F.2d at 746-747, 
92 USPQ at 401. 

In American Tobacco Co. v. Werckmetister, 207 U.S. 284, the Supreme 
Court stated that as a prerequisite of (general) publication “there must 
be such a dissemination of the work of art itself among the public, as to 
justify the belief that it took place with the intention of rendering such 
work common property.” 207 U.S. at 299-300. See also Keene v. Wheatley, 
14 Fed. Cas. 180, 191, No. 7644, and Werckmeister v. American Litho- 


5. Title 17, U.S.C.A. § 2. 

“§ 2. Rights of author or proprietor of unpublished work 

“Nothing in this title shall be construed to annul or limit the right of the author 
or proprietor of an unpublished work, at common law or in equity, to prevent the 
copying, publication, or use of such unpublished work without his consent, and to obtain 
damages therefor.” 
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graphic Co., 2 Cir., 134 F. 321, and the other cases cited in White v. 
Kimmell, 94 F.Supp. at 504-506, 87 USPQ 407, 409-410, the opinion in which 
on the appeal, supra, was stated to comprise a “concededly accurate survey 
of the precedents relating to limited publication.” 

Beardsley’s reliance upon American Visuals Corp. v. Holland, 2 Cir., 
239 F.2d 740, 111 USPQ 288, and Hirshon v. United Artists Corp., D.C. 
Cir., 243 F.2d 640, 113 USPQ 110, is misplaced. The significance of those 
cases lies in the recognition that “publication” may more readily be found 
if the issue is whether the copyright statute has been complied with than 
if forfeiture of common law rights is involved. Cases decided under the 
statutory requirement of publication are not reliable precedents on which 
to decide whether a common law forfeiture has occurred. That teaching 
we have followed here. 

In the light of those of Judge Palmieri’s findings restated above, which 
are not attacked on appeal, we reach the same conclusion as he reached: 
the distribution was not limited by Beardsley as to persons or as to pur- 
pose. The only limitation was that attributable to a lack of general interest 
in the highly specialized subject-matter of the plan. Beardsley wanted 
to reap the business which might be expected from the use of the plan 
and this first publication was made to further that objective. In legal 
contemplation it was a general publication which forfeited Beardsley’s 
right to a copyright. 


Miscellaneous 


Judge Palmieri was right in dismissing Beardsley’s counterclaim for 
unfair competition. He found that Continental “has taken great pains 
to avoid any possible suggestion that its plan had anything to do with Mr. 
Beardsley’s plan.” Indeed, Beardsley does not rely on “palming off” or 
confusion among customers. Instead, he bases his claim on recent trends 
in New York law. See, e.g., Henry Glass & Co. v. Art-Mor Togs Inc., 101 
N.Y.S.2d 538, and cases cited therein. As to this we have little to add to 
the thorough and scholarly opinion of Judge Palmieri. After publication 
Beardsley’s sole protection derived from the copyright statutes in the 
absence of which complete copying would have been permissible if not 
followed by “palming off.” This rule is well stated in Miller v. Goody, 
$.D.N.Y., 1389 F.Supp. 176, 187, 108 USPQ 409, 418, on a point which we 
affirmed although reversing the disposition on other grounds. 248 F.2d 
260, 267-268, 115 USPQ 36, 42, cert. den. US. 116 USPQ —— 
(March 3, 1958). 

If state law has any relevance in this area® it is not necessary to decide 
whether the controlling law is that of Illinois or of New York. In Illinois, 
“palming off” or “public confusion” is required. Lady Esther, Ltd. v. Lady 
Esther Corset Shoppe, Inc., 317 Ill. App. 451, 46 N.E.2d 165. See also 


6. See Huber Baking Co. vy. Stroehmann Bros. Baking Co. et al., 2 Cir., F.2d 
——,, fn. 4, 116 USPQ 348, 353 (decided February 24, 1958). 
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Independent Nail & Packing Co. v. Stronghold Screw Products Inc., 7 Cir., 
205 F.2d 921, 926, 98 USPQ 172, 176 (44 TMR 46), cert. denied 346 U.S. 
886, 99 USPQ 491. The absence of these elements here required dismissal 
of the claim. If New York law controls, Judge Palmieri’s well-founded 
finding that “there is not a shred of evidence indicative of a belief that 
Continental was being helped by Mr. Beardsley’s business reputation” 
together with an absence of “palming off” would preclude recovery. See 
eases cited in opinion below, 151 F.Supp. at page 44, fn. 67, 113 USPQ 181, 
193 (47 TMR 511). 

Judge Palmieri—rightly, we hold—also dismissed Continental’s claims 
for unfair competition and antitrust violation for lack of proof. It is true 
that the record amply demonstrates Beardsley’s efforts, substantially suc- 
cessful at least in the New York field, to use his copyright to acquire a 
monopoly of the business arising from these forms. The main lever was 
the threat of infringement proceedings. Nevertheless, as our opinion indi- 
cates, Beardsley’s claim as to copyrightability was valid and his claims 
as to infringements were not deceitfully and unreasonably made. We 
find he has done nothing actionable. It follows that an accounting was 
properly denied. 

We also think that Judge Palmieri was well within his discretion in 
not awarding attorneys’ fees to Continental. 17 U.S.C.A. § 116. 


Conclusion 


Judge Palmieri, on the ground of non-copyrightability of all forms, 
granted an injunction which forbade Beardsley from asserting the claim 
that any of his forms were copyrighted. Judge Palmieri further supported 
this injunction as to the forms appearing in the Beardsley pamphlet by 
a finding that the copyright as to those forms had been forfeited. 

Our disposition of this case requires that the injunction be modified. 
Since we affirm Judge Palmieri’s determination of forfeiture of copyright 
on the forms in the Beardsley pamphlet, the injunction as to those forms 
was proper. But since we held that in general insurance forms are copy- 
rightable, the injunction should be modified so as to extend no further 
than to the forms included in the forfeiture as determined by Judge 
Palmieri. Although Continental contends that certain other forms (waiver 
of probate bond and mail loss bond form) were drawn into issue in this 
case by Beardsley and that as to these forms also copyrights have been 
forfeited, the factual issues concerning these other forms were not deter- 
mined by Judge Palmieri. Nor did Continental move below for additional 
findings to cover these issues. Consequently, these others forms are not 
properly includible in the injunction. 

Modified and affirmed. 



















Vol. 48 T.M.R. STEWART PAINT MFG. CO. v. UN. HARDWARE DISTR. 879 





STEWART PAINT MFG. CO. v. UNITED HARDWARE 
DISTRIBUTING CO. 


No. 15712—C. A. 8—March 25, 1958 


REMEDIES—INFRINGEMENT—BASIS OF RELIEF—IN GENERAL 
REMEDIES—INFRINGEMENT—EVIDENCE 
Plaintiff, a paint manufacturer who formerly supplied its specially developed 
shades of paint to defendant for distribution by the latter under a private brand, 
the labels of such paint bearing the same identification code and shade name 
employed by plaintiff as well as a secondary mark—aAGaATE-Top—suggested by plain- 
tiff to tie in with its own use of FLINT-ToP on similar paint, was held entitled to 
injunctive relief when, after terminating the relationship, defendant continued such 
labeling on the paint of another supplier, carefully formulated to simulate plaintiff's 
shades. The evidence showed that many retail dealers had used such similarities 
in passing off defendant’s paint as the product of the plaintiff. The proof further 
showed that professional painters frequently ordered by code number and paint 
manufacturers do not copy the shades and codes of competitors but strive for 
individuality of their own. In view of the former business relationship between 
the parties, a closer scrutiny than otherwise was required. 
REMEDIES—INFRINGEMENT— EVIDENCE 
The fact that instances of passing off relied upon by plaintiff were the result 
of its own investigation did not prevent the transactions from serving as probative 
demonstrations that such deception had been and would likely be engaged in by 
virtue of the deliberate similarities in the defendant’s code system, shade designa- 
tions, trademark and product with those of plaintiff. 
REMEDIES—INFRINGEMENT—BASIS OF RELIEF—IN GENERAL 
Trademark infringement is a question which reaches beyond mere facial com 
parison of the marks and labels. Sometimes the deceptive tendency will come into 
focus only against the background of use conditions, such circumstances providing 
a perspective for viewing the commercial significance and competitive reality of a 
trademark. In a setting where the defendant copied plaintiff’s paint formulas and 
shades, its code system and shade names, the mark AGATE-Top was found little dif 
ferent from FLINT-TOP. 
REGISTRABILITY—SUGGESTIVE MARKS 
AGATE-TOP and FLINT-TOP are primarily suggestive as applied to paints. 


Action by Stewart Paint Mfg. Co. v. United Hardware Distributing Co. 
for trademark infringement and unfair competition. Plaintiff appeals 
from District Court for District of Minnesota from judgment for defen- 
dant. Reversed; Sanborn, Circuit Judge, dissenting with opinion. 

Case below reported at 47 TMR 213, 46 TMR 1121. 


Arthur 8. Caine, of Minneapolis, Minnesota, for appellant. 
Wright W. Brooks (Faegre & Benson, on the brief), of Minneapolis, Minne- 
sota, for appellee. 


Before SANBORN, WoopDROUGH, and JOHNSEN, Circuit Judges. 
5S 


JOHNSEN, Circuit Judge. 

This suit is one for an injunction against trademark infringement and 
unfair competition. Jurisdiction is without diversity basis, and so rests 
entirely on 28 U.S.C.A. § 1338 and 15 U.S.C.A. § 1121. The trial court, 
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on opinion reported in 141 F.Supp. 638, 110 USPQ 16 (46 TMR 1121), 
denied appellant any relief. 

Appellee says here that the case involves no issue as to the validity 
of appellant’s trademark. It further states that no question exists as to 
the court’s power to deal with appellant’s claim of unfair competition, thus 
conceding that the claim of infringement is substantial enough and suffi- 
ciently related to the circumstances of the claim of unfair competition to 
support federal jurisdiction as to the latter. See 28 U.S.C.A. § 1138; Hurn 
v. Oursler, 289 U.S. 238, 53 S.Ct. 586, 77 L.Ed. 1148, 17 USPQ 195 (23 
TMR 267). 

From our examination of the record, we agree with and accept these 
viewpoints. The two questions therefore call for no discussion, and the 
expression of doubt engaged in by the trial court with respect to them 
shall be without significance or effect in the litigation or otherwise. 

Appellant is a manufacturer of paints, enamels and varnishes. It sells 
its products to retail dealers and, for its highest grade thereof, uses as 
an identification the trademark FLINT-Top. This mark had been long em- 
ployed and advertised by it, and in 1951 registration was made thereof 
as a trademark under the Lanham Act, 15 U.S.C.A. §§ 1051-1127. 

Appellee is a distributor at wholesale of numerous items of hardware 
stock, including paints, enamels and varnishes. It operates in the nature 
of a cooperative, in that it sells its goods only to dealers who are stock- 
holders in it. It has all of its goods manufactured for it by others but 
uses for them its own general brand of HANK’s. Thus, the labels on its paint 
earry the words HANK’S PAINT. 

Before the present suit, however, appellee had also been placing upon 
the labels of its paints, enamels and varnishes, as an intended mark there- 
for, the term AGATE-ToP. Relatedly, :t made use too of the exact shades of 
color which appellant employed for its FLINT-TOP products. These shades 
are shown by the record to have been arrived at by appellant on substantial 
expenditure and experimentation in searching for customer appeal. Ap- 
pellee had thereafter copied them. In addition, appellee placed upon its 
labels the artificial names or designations which appellant had devised for 
these shades. It further set out on its labels the serial or code number which 
appellant had ascribed to each particular paint and shade, except that it 
prefixed the numbers with the digit “1.” 

To give a concrete illustration—appellant used, on the label for a 
specific type and particular shade of paint, its registered mark FLINT-TOP, 
the color designation FLAME, and the serial or code number “676”; and 
appellee used, on its label for the same composition and shade of paint 
(appellee admitted that the formula and color were identical with, and 
had been copied from, appellant’s paint), the indicating mark aGaATE-TopP, 
the color designation FLAME, and the serial or code number “1676.” 

It is true that these elements were not made to appear in exactly the 
same position on the labels; nor were the labels of the same color or design. 
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Also, of course, appellee’s labels contained the words HANK’s PAINT for gen- 
eral branding purposes. On appellee’s color charts, however, which it sup- 
plied to its dealers to enable customers to make selection, comparison, or 
verification of their paint desires, the three elements referred to appeared 
in the same relative position, with the same relative prominence, and in 
similar relationship to the (identical) color chips used, as on the charts 
of appellant. 

All of these factors are contended by appellant—and properly so, we 
think—to be entitled to a closer scrutiny and consideration for purposes 
of the specific situation, both on the question of trademark infringement 
and unfair competition, than it might perhaps be necessary to accord them 
generally, because of the privity which had existed between appellant and 
appellee prior to the acts complained of, and the special significance which 
appellee’s conduct could have in the light of this relationship. 

Prior to 1952, appellee had not carried paints, enamels and varnishes 
as part of its HANK’s line of goods. That year, after negotiation, first with 
another paint manufacturer and then with appellant, appellee entered into 
an oral agreement with appellant for the supplying to it by appellant of 
the latter’s regular paints, enamels and varnishes, with the right to dis- 
tribute them under its HANK’s brand and label. Appellee thus came to 
have available for distribution in the HANK’s system the same paints and 


the same color shades therefor, which appellant was engaged in distributing 
to other retail dealers. As incidents in this supplying of its regular paints, 
appellant allowed the same designations or names for the shades to be used 
on appellee’s label, as well as its code numbers therefor, except that it re- 


. 


quested that the numbers should be prefixed with the digit “1. 

As to its trademark FLINT-ToP, however, appellant chose not to allow 
appellee to use the identical term, but coined and suggested the term 
AGATE-TOP as a substitute therefor. On the trial, appellant claimed that, 
in making suggestion of the term AGATE-TOP, it was intending to provide 
appellee with a mark of corresponding psychological impact to its trade- 
mark FLINT-TOP, and of such similarity as to constitute a part of the general 
chain of relation and indication which it felt inhered in its supplying of 
its regular paints and shades, with a consent to the use of its devised color 
names and code numbers therefor—all of which it was willing to have 
exist on this controlled basis, but only on such basis. 

It was shown, by undisputed testimony and by color charts collected 
generally throughout the industry (several hundred such charts being 
produced in court and use being allowed by the court of a representative 
selection therefrom), that paint manufacturers did not engage in the 
using of each other’s color shades for their products but instead devised 
shades, names and code numbering systems therefor of their own. The 
evidence did not, however, compel the conclusion that this was done because 
of any ethical recognitions which had come to have the status of a competi- 
tive principle in the industry. The trial court was entitled to believe that 
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the practice rather had the basis simply that each manufacturer desired 
to have his own distinct shades as a means of creating customer appeal 
and attempting to gain competitive advantage. 

But the testimony does appear to leave no question as to the fact that, 
by reason of paint manufacturers’ non-use of each other’s shades, names 
and numbers, with the identification capable of arising therefrom, profes- 
sional painters, at least in some measure, would make purchases and call 
for the paints they desired by the manufacturer’s shade names and code 
numbers. Relatedly, it also is clear beyond question that appellee’s dealers 
had all been informed, at the time it added paint to its line of HANK’S goods, 
that the paints were being manufactured by appellant and were the same 
as appellant’s regular products. Thus, appellee’s dealers were provided 
with the means, in conjunction with the color charts furnished them, of 
advising or persuading the professional trade, as well as other customers 
who might be interested in the fact, where this would be advantageous, 
that they were selling appellant’s products, under the HANK’s label, with 
the same shades, color names and code numbers (prefixed by the digit 
“1”), which appellant used for its products. However, this situation could 
properly be regarded as necessarily having been contemplated by appel- 
lant, as an incident of the elements of relationship which it had seen fit 
to create between appellee and itself, so long at least as such privity 
existed. 

But when, after the expiration of approximately two years, appellee 
notified appellant that it was terminating the contractual relations between 
them, it then entered into an arrangement with another paint manufac- 
turer (Minnesota Paints, Inc.) to supply it with paints, not of such manu- 
facturer’s regular products, shades, color names and code numbers, but with 
paints which were to be prepared on an analysis and duplication of appel- 
lant’s formulas, and with a using for such paints of the same shades, color 
names, code numbers, and the AGATE-TOP mark, as appellee had been having 
the benefit of under its relationship with appellant. The reason for thus 
changing manufacturer, appellee said, was that it was able to obtain a 
better price from Minnesota Paints, Inc. than that at which appellant was 
willing to continue to supply its paint products. 

When the switch to Minnesota as a manufacturing source was made, 
appellee notified its dealers of this fact, and apparently also sought to 
give the assurance that this would not involve any change in the paint 
itself. Thus, in a bulletin to its dealers, it commented on the “tremendous 
job” which had been done in selling HANK’s PAINT and added the statement 
that the paint was being “made under our own formula which is as good 
as any top grade paint in the market.” It urged that the dealers should 
thereafter undertake to “sell HANK’s PAINT on its own merit” and “not go 
into a long drawn out explanation—who makes it—and that it is similar 
to some other nationally known brand on the market that sells for a lot 
more.” It suggested that they “not bring Minnesota into any of our talks” 
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or “into the deal in any form whatsoever”; that Minnesota was, of course, 
continuing to market its own line of paints, and “in a way we’re competing 
—but as long as we’re working together, let’s be friendly competitors” ; 
and that the question of who made appellee’s paints should be regarded 
as “irrelevant to the consumer,” since “HANK’S PAINT can stand on its own 
feet.” 

At the time of trial, appellee’s paints were being sold in 251 stores, 
through the same general trade area where appellant had dealers. Twenty- 
five of such stores were located in identical cities or towns with appellant’s 
dealers. Nine of appellant’s dealers had been induced or had seen fit to 
cease their handling of appellant’s paints, and to take on the HANK’s line. 
The record further suggests that other such dealers similarly were being 
made the subject of solicitation for appellee’s benefit. All of this had 
occurred after appellee’s termination of its contractual relations with 
appellant. 


There is nothing, however, to indicate objectively how much of a 
factor it had been, in causing such dealers to take on HANK’s paints in place 
of appellant’s, that appellee was retaining the use of appellant’s formulas, 
shades, color names, and code numbers, as well as the mark AGATE-ToP. But 
the record shows that dealers of appellee had, in at least 11 proved in- 
stances, after appellee’s switch to another manufacturer, made use of 


the fact that these things had been retained, to palm off appellee’s paints 
on purchasers who made requests for appellant’s products. 

In each of these instances, request had been made by the purchaser 
for a FLINT-TOP paint, of a particular shade name and code number, and 
the dealer in response to the request had produced a can of AGATE-TOP 
paint, of the same shade name and code number (prefixed by the digit 
“1”). In some cases the dealer had told the purchaser, “This is what you 
want.” In others, on remark by the purchasers that the cans produced bore 
the mark AGATE-Top instead of FLINT-ToPp, the dealers had stated that the 
paints were “the same” or “exactly the same.” One or two had specifically 
declared that the paint was appellant’s product. 

While all of these purchases had been inspired by appellant, that fact 
would not prevent the transactions from serving as probative demonstra- 
tions that palming off had been and would be likely to be engaged in, by 
virtue of the things which appellee had appropriated from appellant on 
termination of their relationship, if a suitable occasion and an apparent 
need so to do arose. Cf. J. C. Penney Co. v. H. D. Lee Mercantile Co., 8 Cir.., 
120 F.2d 949, 957, 50 USPQ 165, 173-174. 

The elements and circumstances which have been detailed seem to us 
plainly to demand the holding, as a matter of law, that both trademark 
infringement and unfair competition had existed in the situation. 

Trademark infringement is, of course, a question which reaches beyond 
mere facial comparison of the marks and labels involved. Some times the 
deceptive tendencies of an alleged infringing mark will come into convine- 
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ing focus only against the background of the conditions and incidents 
which have attended its use in the specific situation. See Walgren Drug 
Stores v. Obear-Nester Glass Co., 8 Cir., 113 F.2d 956, 963, 46 USPQ 440, 
446-447 (30 TMR 477, 529); Coca-Cola Co. v. Carlisle Bottling Works, 
6 Cir., 43 F.2d 119, 121, 6 USPQ 538, 54-55 (20 TMR 403); Hemmeter 
Cigar Co. v. Congress Cigar Co., 6 Cir., 118 F.2d 64, 69, 49 USPQ 122, 126 
(31 TMR 182) ; La Touraine Coffee Co. v. Lorraine Coffee Co., 2 Cir., 157 
F.2d 115, 117, 70 USPQ 429, 431-432 (36 TMR 271). 

Thus, identicalness or close similarity between the aspects of use of 
a registered trademark and another mark may serve to point up infringing 
conflict as to the situation involved, where under other conditions and 
incidents of use this might perhaps not be so. Such a using of perspective 
for purposes of the question of registered trademark infringement is, how- 
ever, concerned only with the matter of obtaining viewing light and not 
with any appraising of, or leaning on, the significance of these aspects as 
matters of unfair competition otherwise. 

Here, on the part which the record shows that individual color shades 
played in customer appeal, some of such value as the trademark FLINT-TOP 
could possess in commercial identification would necessarily, we believe, 
come to have association to the special and artificial color names which 
appellant used as to its FLINT-TOP paints. Especially does this impress as 
being true, because of the trade fact that paint manufacturers had not 
been engaging in the use of each other’s paint shades and color names 
therefor but had always sought to establish such an individuality of their 
own. 

A simijar associational aspect in the use of appellant’s trademark 
FLINT-TOP would be also capable of arising from the numbering system 
adopted by it for its paints, in that, as mentioned, professional painters 
were shown to some times call for paints by their code numbers. We should 
think it realistically incapable of dispute that in so doing the interest of 
this particular class had extended to brand or manufacturing source of 
the paint they were purchasing, and that their use of the code numbers 
rested on the associationship which they attached thereto. 

In thus bringing the use of the terms FLINT-TOP and AGATE-TOP into 
relief for infringement appraisal, it is not necessary that the elements and 
incidents discussed should have obtained the technical stature of secondary 
meaning for appellant’s mark. Circumstances of use are, of course, capable 
of creating secondary meaning and so adding to the scope and value of 
a trademark. But even without such a status, they may, as here, provide 
perspective for viewing the commercial significance and competitive reality 
of a trademark as it stands. 

In the perspective of appellee’s appropriation of the identical com- 
position of appellant’s paints, the identical shades thereof, the identical 
artificial names therefor, and the identical system of code numbering 
except for a prefixing of the digit “1,” instrumented by its providing of 
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similar general color charts containing identical color chips and having 
the color names and code numbers correspondingly positioned thereon, it 
would seem to us that the contribution which appellant’s trademark 
FLINT-TOP would be capable of serving, and which appellant was legally 
entitled to have it serve, in identification or suggestiveness for customer 
purpose, could be but little different, and hardly casually distinguishable, 
from the contribution which the term AGATE-TOP was expected to add in 
this same combinational situation as a competitive factor. 


Both FLINT-TOP and AGATE-TOP are terms that have a conjuration 
beyond the natural ingredients or the general characteristics of paint. 
Their appeal is to the qualities of an outside substance. They therefore 
constitute primarily suggestive terms. Cf. Dietene Company v. Dietrim 
Company, 8 Cir., 225 F.2d 239, 248, 106 USPQ 344, 346 (45 TMR 1481). 
And the suggestiveness which they are both intended to convey is of the 
same general quality of outside substance. Also, this artificial quality is in 
both marks attempted to be slid into immediate and corresponding paint 
association by the conjoining of the word Top, so that a casual customers’ 
attention would not be likely to linger in differentiating halt between the 
words FLINT and AGATE. 


We think that, from the nature of the mark and the setting of its use, 
appellee’s employment of the term AGATE-TOP constituted in the situation 
an infringement of appellant’s registered trademark FLINT-TOP, in that it 
could have the capacity to mislead or confuse the public, within the domain 
in which a registered trademark has the right to operate. The Lanham Act 
crystallizes this general ground into more specific language and forbids 
any “colorable imitation” of a registered mark, except with the consent of 
the registrant (which here existed until appellee’s termination of the 
contractual relationship). See 15 U.S.C.A. §§ 1127 and 1114. 


Appellant is entitled to an injunction against the infringement in 
which appellee has been engaging by its use of the mark AGATE-TOP. 

Beyond this, as we have said above, we think that unfair competition 
also has been committed against appellant, extending beyond the infringe- 
ment of its trademark, which too properly is subject to an injunction 
against appellee. 

Appellee had, of course, an abstract right to use whatever composi- 
tion, shades, names and numbers it desired for its paints, as a matter of 
arms-length competition, where no secondary meaning could be said to 
be involved as to these elements. Possibly as to unpatentable compositions 
and as to colors, in the paint field, no secondary meaning could come to 
exist which the law would recognize. 

As to artificial shade names and code-numbering system, a secondary 
meaning might come to exist and would probably be given legal recognition 
under sufficiently compelling circumstances. A possibility of this aspect 
is suggested, but not fully developed, by the showing in the record, referred 
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to above, that shade names and code numbers were some times used by 
professional painters in making their purchases. 


Without regard to this, however, and treating appellant’s shade names 
and code numbers as not having acquired any general secondary meaning, 
we think it still constituted enjoinable unfair competition in the circum- 
stances, for appellee, after terminating appellant’s supplier relationship 
with it, to have assumed to hold onto the merchandising advantage, which 
it had consentedly been permitted to enjoy in that relationship, of having 
its shades and types of paints identified and sold under appellant’s artifi- 
cial color names and code numbers. 


If this advantage were one which served merely an internal business 
purpose, such as a personal convenience or facilitation to appellee in the 
handling of its paint stock or in the distribution thereof to its dealers, it 
would not be of such a nature as to entitle appellant to an injunction. 
Any such general, non-customer benefit to appellee, which appellant wanted 
to deprive it of on termination of the parties’ privity, should have been 
made the subject of an obligational requirement in the agreement. Appel- 
lant did not see fit so to protect itself. Nor was the agreement sufficiently 
definite to constitute one of a franchising or licensing nature, with such 
implications for total relinquishment as might be capable of inhering in 
that relationship. 


But the parties did intend to create a situation in which both appellee 
and its dealers should be privileged to herald that what was being sold 
was appellant’s regular products or “the same thing,” and were to have 
the right to make use of appellant’s shade names and code numbers to so 
identificatorily prove or for any other competitive purpose. Appellant’s 
paint, in its quality and with these marketing incidents, had apparently 
so satisfied appellee’s dealers that, as the bulletin sent out to them indi- 
cated, appellee thought that, by claiming appellant’s formulas as its own 
and retaining all of appellant’s adjuncts in relation thereto, ““HANK’s PAINT 
can stand on its own feet.” 

This left appellee’s dealers with the same means and opportunity as 
previously, for asserting tie to appellant’s paint and for so identifying what 
they were selling. And the palming-off instances which have been referred 
to sufficiently demonstrate that appeltee’s dealers were aware of this fact 
and had and would thus use it, whenever need to do so arose. 

In these circumstances it seems to us proper and necessary that ap- 
pellee should be enjoined from the using of appellant’s color names and 
code numbers on its paints and color charts, in the marketing by its dealers 
of its unrelated products. 

Appellee contends, however, and the trial court was of that opinion, 
that no such general reach could be made against it and that appellant’s 
relief must be sought against offending dealers individually. 

This is not a situation where appellee’s dealers are arms length buyers 
and purveyors of its paints. They are organizationally members of ap- 
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pellee, and not on a naked stockholder basis, but for the specific purpose 
and as an essential requirement of using appellee’s services, in the nature 
of a purchasing organization and privitous distributor for their mutual 


advantage. Increases in the sales of paint made by any dealer or dealers, 


by unfair means of competition, are of no less benefit to them in their group 
relationship and of no less furtherance of the competitive power of the 
HANK’s system generally than are other increases in such sales. Moreover, 
the unfair competition shown to have been engaged in had a sufficient 
probative base to suggest the tendency and likelihood thereof generally and 
to indicate more than a maverick act emanating out of a wholly individual 
situation. 


Beyond this, as we have stated, appellee’s use of these things cannot 
rationally be regarded, we think, as having been done solely for internal 
business reasons, and without an eye on preservation for its dealers of all 
the elements of selling advantage which could have contributed to the 
“tremendous job” of merchandising which appellee acknowledged had 
occurred in its venture into the field of HANK’s PAINT, with appellant’s 
products. It is in any event plain that appellee had not wanted to take 
the risk of changing appellant’s composition and shades of paint. In not 
changing anything else, it also seems convincing that appellee further had 
been desirous of leaving the dealers with every other element of advantage 
which could have accrued to them out of its previous relationship with 
appellant. 


The character of the relationship existing between appellee and its 
dealers and the object which it had of serving the advantage of the group 
are in our opinion sufficient as a basis for enjoining it from putting into 
the hands of the group such goods and means as were capable of being 
used by these dealers, and were likely to be so employed, to carry on 
unfair competition against the products of someone else. 


But apart from such a special relationship as exists in the situation, 
we have held generally that anyone who puts goods into the hands of 
dealers for sale to the public, which contain the means for deceiving pur- 
chasers, and which he can reasonably anticipate may be so used, is subject 
to injunction against the further providing of these means, to eliminate 
unfair competition against the goods of another, which has been or is 
likely to be engaged in by the dealers on this basis. Reid, Murdoch & Co. 
v. H. P. Coffee Co., 8 Cir., 48 F.2d 817, 819-820, 8 USPQ 420, 422-423 (21 
TMR 172). 

The conclusions reached make unnecessary any consideration of the 
parties’ other contentions. This includes a disregarding of appellant’s 
attempt to have us declare that it is entitled to an accounting of profits and 
to damages, which relief appellant admits it did not request in its com- 
plaint nor otherwise seek to have made an issue in the trial court. 

Reversed and remanded. 
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SANBORN, Circuit Judge, dissenting. 

Whether the trade name AGATE-TOP as used by the defendant (appellee) 
was so similar to the plaintiff’s (appellant’s) trademark FLINT-TOP as to 
deceive or be likely to deceive purchasers and cause them to buy the de- 
fendant’s paint in the belief that it was the plaintiff’s product, was, in my 
opinion, a question of fact for the trial court, and not a question of law for 
this Court. See and compare, Cleo Syrup Corporation v. Coca-Cola Co., 8 
Cir., 1389 F.2d 416, 417, 418, 60 USPQ 98, 100 (34 TMR 34). In that case 
we said that we would not, upon review, retry issues of fact or substitute 
our judgment with respect to such issues for that of the trial court. We 
also said that the power of a trial court to decide doubtful issues of fact 
was not limited to deciding them correctly, and that the weight of the evi- 
dence indicating that the product of a defendant, in a case such as this, had 
on occasions been sold for the product of the plaintiff, was for the trial 
court to appraise. 

James E. Stewart, the president of the plaintiff, was asked at the 
trial what conduct of the defendant he considered unfair. His answer 
was: 

“We consider the use by the defendant of identical color shades 
and names and numbers, and their ordering of their supplier to furnish 
identical shades and color names and numbers to them, which they 


were formerly receiving from us as the main objection that we have 
entered here.” 


The conduct of the defendant in using the same color chart and same 
numbers, after the termination of its relations with the plaintiff, as had 
previously been used with the plaintiff’s consent, has an element of unfair- 
ness about it, but I believe that that is not enough to justify a ruling that 
as a matter of law such conduct amounted to unfair competition. Under 
the evidence and the applicable law, I think the question whether the con- 
duct of the defendant infringed the plaintiff’s trademark rights or 
amounted to unfair competition was for the trial court to decide. I would 
affirm. 


OTTO NIEDERER SONS, INC. v. BRAUNSBERG 
No. 34,762 — Commissioner of Patents — March 10, 1958 


REGISTRABILITY—CONFUSINGLY SIMILAR MARKS 
EGG-O-MAT for egg vending machine is confusingly similar to EGOMATIC for egg 
eandling machine, since the evidence shows the equipment is often sold to the same 
customers and any doubt should be resolved in opposer’s favor. 


Opposition proceeding by Otto Niederer Sons, Inc. v. Heinz Brauns- 
berg, application Serial No. 666,333 filed May 14, 1954. Opposer appeals 
from decision of Examiner of Interferences dismissing opposition. 
Reversed. 
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Albert Sperry, of Trenton, New Jersey, for opposer-appellant. 

Harold M. Missal, of Bristol, Connecticut, and Larson & Taylor, of Wash- 
ington, D. C., for applicant-appellee. 

LEEDS, Assistant Commissioner. 

An application has been filed by Heinz Braunsberg to register naG-o- 
MAT for a coin-operated egg vending machine, use since December 1, 1953 
being asserted. 

Registration has been opposed by Otto Niederer Sons, Inc., registrant 
of EGOMATICc for apparatus for candling, grading and handling eggs.’ 

The Examiner of Interferences dismissed the opposition, and opposer 
has appealed. 

It is obvious that the marks sound alike, look alike, and when used 
in connection with egg handling apparatus, create the same commercial 
impression. 

It is also obvious that the machines of the parties, while different in 
character and purpose, are in a sense related, since both are used in the 
handling of eggs. 

The record shows that the products of both parties are sold to egg 
producing farmers through dealers and distributors; indeed, some of the 
same egg producers have purchased the products of both. Applicant, him- 
self, is an egg producer who uses opposer’s EGOMATIC apparatus. 

The record shows that the products of both parties are exhibited at 


the same poultry shows by dealers, if not by the parties themselves. 

The circumstances of this case lead to a conclusion that the resem- 
blance of applicant’s mark to opposer’s is such that purchasers are reason- 
ably likely, upon seeing the marks on the products, to attribute common 
origin to them. If any doubt exists, it is sufficient to tip the scales in op- 
poser’s favor. 

The decision of the Examiner of Interferences is reversed, and the 


opposition is sustained. 

The record submitted by applicant creates a presumption that his 
mark was not actually used in commerce on the date set forth, and some 
question arises as to whether there was use in commerce prior to the date 
the application was filed. If, on appeal or review, applicant should finally 
prevail, registration will be withheld pending submission, within thirty 
days after termination of this proceeding, of a satisfactory showing of use 
prior to the filing date and appropriate amendment of the application if 
necessary. 


1. Reg. No. 417,646, issued Nov. 6, 1945. 
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S. E. MIGHTON COMPANY v. LA PRYOR MILLING CO. 
No. 34,641 — Commissioner of Patents — March 13, 1958 


REGISTRABILITY—CONFUSINGLY SIMILAR MaRKS 

Applicant seeks to register DOG-E-DITE for vitamin and mineral dietary supple- 
ment for dogs, and registration is opposed by registrant of DOGGIE DINNER for dog 
and cat food. Evidence shows substantial advertising of DOGGIE DINNER since 1927, 
and the products are sold through same channels. Testimony was taken with respect 
to the confusion caused by applicant’s package boG-E-DITE, but the confusion testi- 
mony appears to be based upon the color of the package rather than the name, and, 
despite testimony to the contrary, the marks do not look alike, and therefore con- 
fusion is not deemed likely, and the dismissal of the opposition is affirmed. Testimony 
by storekeepers as to what their customers thought is not entitled to weight. 


Opposition proceeding by S. E. Mighton Company v. La Pryor Milling 
Co., application Serial No. 662,870 filed March 18, 1954. Opposer appeals 
from decision of Examiner of Interferences dismissing opposition. Affirmed. 


Woodson, Pattishall & Garner and Jeremiah D. McAuliffe, of Chicago, 
Illinois, and Estabrook & Estabrook, of Washington, D. C., for 
opposer-appellant. 

Kimmel & Crowell, of Washinton, D. C., for applicant-appellee. 


LEEpDs, Assistant Commissioner. 

An application has been filed by La Pryor Milling Co. to register 
DOG-E-DITE for a “Vitamin and Mineral Dietary Supplement Preparation 
for Feeding Dogs,” use since March 10, 1954 being asserted. . 

Registration has been opposed by S. E. Mighton Company, registrant 
of DOGGIE DINNER for a food for dogs, cats, and other similar animals.’ 

The Examiner of Interferences dismissed the opposition, and opposer 
has appealed. 

Opposer’s record shows that it and its predecessors have used DOGGIE 
DINNER continuously since 1927, and such use has been extensive. Opposer 
has spent approximately $150,000 in advertising DOGGIE DINNER dog food 
since it acquired the mark in 1950. 

There is no question but that opposer enjoys a substantial good will 
which is symbolized by the trademark DOGGIE DINNER. 

Although it is apparent that opposer’s dog food and applicant’s dietary 
supplement for dog consumption are not the same, they are nevertheless 
so related that they might well be produced by a single manufacturer. 
Average purchasers of the products of the parties are obviously the same, 
namely, dog owners, and the products are sold in the same types of retail 
outlets under substantially the same conditions and circumstances. The 
sole question, then, is whether or not applicant’s DOG-E-DITE so resembles 
opposer’s mark DOGGIE DINNER as to be likely to cause confusion or mistake 
of purchasers. 


1. Reg. No. 568,482, issued Dec. 30, 1952. 
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Opposer took testimony of a drugstore owner, a meat market manager 
in a grocery store, a chain grocery store supervisor, and six dog owners 
who stated in effect that they were familiar with DoGGIz DINNER and when 
they were shown a package of DOG-E-DITE they thought that it was DOGGIE 
DINNER. It appears from the testimony of these witnesses that the week 
before they testified they were called upon by a Mr. Simitz (who was 
neither identified nor called as a witness) who, without saying “anything 
about anything” showed each of the witnesses a package of applicant’s 
product. One stated that she thought it was DOGGIE DINNER because “the 
color was what brought to mind that it was another product brought out 
by DOGGIE DINNER, and in response to the question, “How about the name?” 
the witness responded, “Well, after I had noticed the color it dawned on 
me about the similarity of the name after I looked at the package.” 

Another witness was asked, “Whose product did you think that DoG-E- 
DITE was when you first saw it?” She replied, “Well, by DoGGiz DINNER. 
I don’t know, the name kind of struck me as being the same. When he 
showed me the package it looked just like DOGGIE DINNER, and that is what 
I thought it was.” 

Another witness stated that when she was shown applicant’s package, 
she thought it was connected with DOGGIE DINNER “because of the label and 
the color of the package; it is so similar.” 

Another witness stated that she had used opposer’s product for about 
a year and when she was shown applicant’s package and asked to give her 
opinion of it, she thought it was DOGGIE DINNER because “the name appeared 
to be the same.” 

A fifth witness testified that when he saw applicant’s product he “did 
not remember the name of the food that I used to feed and have fed my 
dog for a number of years,” and in response to the question, ““Which one 
was that?” he replied, “Oh, DoGGrE DINNER food was the one. It seemed 
that the label was such that it would lead me to believe it was one of their 
products only in a different state than the canned dog food was.” In 
response to the next question, “You mean the name DOGGIE DINNER and 
DOG-E-DITE ?”’ he stated, “Yes, I think there is quite a bit of similarity there; 
the color is also quite similar.” 

A sixth witness (a druggist who sells opposer’s product) stated that 
applicant’s product “looked like DOGGIE DINNER to me” because, “Well, at 
first glance the pocGig and the color and balance of it, and the fact that 
it has a dog on the front—at first glance it looked like it must be a product 
they put out. There is the similarity of Doceie at the beginning.” 

A seventh witness testified that when she was shown applicant’s pack- 
age, she “thought it was the same as DOGGIE DINNER” because “the name was 
so much the same.” 

Another witness (a meat market manager in a grocery store) testified 
that he buys opposer’s product for his dog and when he was shown appli- 
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cant’s product, he thought it was DOGGIE DINNER because of the similarity 
of names. 

It does not appear how the unidentified Mr. Simitz selected the per- 
sons to call upon, nor does it appear how many persons other than those 
who testified were called upon or what the reactions of such others as may 
have been called upon might have been. It may well be that Mr. Simitz 
did not say “anything about anything” to the witnesses before showing 
them applicant’s package, but it does seem that he would at least have 
introduced himself, and there must have been some kind of conversation 
after the witnesses were shown the package. The record, however, is silent 
on these points, except that one dog owner witness stated: 

“T think he asked me if I had ever used it, and I said ‘No.’ And | 
said: ‘Is this one of your products?’ He said: ‘No, it isn’t.’ And I talked 
a little further, and then at the time I had one of the labels and I was just 
comparing the two of them, and that was about the wind-up of this part 
of it.” 

This testimony suggests that at some time during the interview this 
witness knew of Mr. Simitz’ association and was shown one of opposer’s 
labels. 

A supervisor of a chain of grocery stores testified that, upon seeing 
applicant’s package, he assumed “that it probably was a dried food supple- 
ment in the DOGGIE DINNER line” because “when KEN-L-RATION DOGFOOD came 
out with a dried dogfood called KEN-L-BISCUIT, the similarity was there, 
and naturally I assumed that the KEN-L-BISCUIT was an addition to the line 
of KEN-L-RATION DOGFOOD; and similarly I would assume that DOG-E-DITE 
was probably a dried food addition to DOGGIE DINNER and the DOGGIE DINNER 
dogfood line.” He testified that the similarity between the marks was “in 
the sound of the first word Doce and the second word, both start with 
ana” 

The record does not show who asked the witnesses to testify, nor 
whether they were told of the subject matter of the controversy. 

The druggist, the meat market manager of the grocery store, and the 
chain store supervisor testified what they thought their customers would 
think upon seeing applicant’s product, but the record does not show that 
they are qualified to testify in this regard, except to express an opinion. 
Furthermore, it does not appear why the meat market manager of the 
grocery store was called to testify instead of the employee of the store who 
sells dog foods. 

It appears that three of the witnesses, upon being shown applicant’s 
package, thought of opposer’s product because of the label—the colors— 
and the similarity of names was an afterthought elicited by specific ques- 
tions. Opposer argues that procedural objections to the leading nature of 
the questions were waived by applicant’s failure to attend the taking of 
testimony; but the fact that testimony of the nature here involved re- 
sulted from leading questions affects the weight to which it is entitled. 
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The Examiner of Interferences stated that “this testimony is deemed 
to be of no value whatever in determining whether under the ordinary 
conditions of marketing goods of the character here involved, purchasers 
familiar with opposer’s DOGGIE DINNER would be likely upon seeing appli- 
cant’s DOG-E-DITE, to have reactions similar to those to which opposer’s 
witnesses testified.” 

Opposer argues that the testimony is “clearly competent, relevant and 
material, and that the examiner’s finding that such evidence is entitled 
to no weight is glaringly prejudicial error.” It is clearly apparent from 
the foregoing quotations and discussions of the testimony that it is not 
entitled to any weight, and there was no error in the holding of the Ex- 
aminer of Interferences. 

The testimony of the witnesses to the contrary notwithstanding, the 


marks do not look alike. They are: 


poser 


The first two syllables may sound somewhat alike, but the latter portions 
of the marks do not resemble each other in sound. Furthermore, it is 
common knowledge that the involved products are ordinarily purchased 
in grocery stores and supermarkets where appearance of marks on the 
products as they are displayed on the shelves is of much greater impor- 
tance than their sound. The marks resemble each other in suggestiveness 
only to the extent that they both embody the word “dog” as components 
of marks used on products for dogs. 

Considering the differences in the marks when applied to the goods, 
it is concluded that there is not such resemblance between them as is likely 
to cause confusion or mistake of purchasers. 

The dismissal of the opposition is affirmed. 
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BELFAST BEVERAGES, INC. v. HEAVEY, doing business as 
MUGS UP ROOT BEER CO. 


No. 34,519 — Commissioner of Patents — March 17, 1958 


REGISTRABILITY—CONFUSINGLY SIMILAR MARKS 
MUGS UP for root beer is not likely to be confused with OLD FASHIONED MUG on 
illustration of mug for root beer. 
REGISTRATION PROCEDURE—APPLICATION 
Record creates presumption that dates of use set forth in application are 
incorrect and it may be that there was no interstate use prior to filing of applica- 
tion; registration may be withheld until applicant makes satisfactory showing as 
to facts. 


Opposition proceeding by Belfast Beverages, Inc. v. James D. Heavey, 
doing business as Mugs Up Root Beer Co., application Serial No. 670,046 
filed July 15, 1954. Opposer appeals from decision of Examiner of Inter- 
ferences dismissing opposition. Affirmed. 

See also 48 TMR 895. 


William G. MacKay, of San Francisco, California, for opposer-appellant. 
C. Earl Hovey, of Kansas City, Missouri, for applicant-appellee. 


LEEDs, Assistant Commissioner. 

An application has been filed by James D. Heavey, doing business as 
Mugs Up Root Beer Co., to register MuGs up for root beer and concentrate 
for making soft drinks. Use since May 1, 1951 is asserted. 

Registration has been opposed by Belfast Beverages, Inc., registrant 
of a mark comprising an illustration of a mug, with liquid foaming over 
the brim, and with the words OLD FASHIONED MU@ written thereon, for 
root beer.* 

The Examiner of Interferences dismissed the opposition, and opposer 
has appealed. 

The record shows that opposer has made rather extensive use of its 
mark on root beer since 1950, and about a half million dollars have been 
spent in advertising root beer under the mark. Opposer’s earlier use is 
not disputed by applicant. 

The issue as between the parties is whether or not opposer is likely 
to be damaged by purchaser confusion resulting from the resemblance 
of applicant’s mark to its own registered mark. 

MuGs UP does not look like OLD FASHIONED MUG on an illustration of a 
mug; MUGS UP does not sound like OLD FASHIONED MUG; and the marks 
ereate completely different commercial impressions. Opposer seems to 
contend that the word Mug is the dominant portion of both marks; but 
aside from the fact that there is nothing in the record to support the 
contention, the common practice through the years of serving root beer 
in mugs has probably resulted in an association in the minds of consumers 


1. Reg. No. 558,737, issued May 13, 1952. 
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of mugs with all root beer, rather than with the root beer of any particular 
producer. There is nothing in the record which would support a finding 
either that consumers are likely to be confused or that opposer is in any 
way likely to be damaged by the registration sought. 

The decision of the Examiner of Interferences dismissing the opposi- 
tion is affirmed. 

In a case decided concurrently herewith’? it was stated that in the 
event this applicant finally prevails therein, registration will be withheld 
pending submission of an amendment properly identifying the goods on 
which the mark is used. In the present case, the record creates a presump- 
tion that the dates of use set forth in the application are incorrect, and 
it may be that there had been no interstate use prior to the filing of the 
application. In the event applicant finally prevails herein, the Examiner 
of Trademarks is instructed to withhold registration until applicant makes 
satisfactory showing that the mark was used in commerce prior to the 
filing of the application. 

In addition to such a showing, applicant will be required to show that 
the dates of use set forth are correct, or to amend the application to set 
forth the correct dates of use. 


THE SEVEN-UP COMPANY v. HEAVEY, doing business as 
MUGS UP ROOT BEER CO. 


No. 34,529 — Commissioner of Patents — March 17, 1958 


REGISTRABILITY—CONFUSINGLY SIMILAR MaRKS 
MUGS UP for root beer is not likely to be confused with SEVEN-UP or 7 UP for 
soft drink. 
REGISTRATION PROCEDURE—APPLICATION 
Registration will be withheld in event applicant prevails unless phrase “root 
beer concentrate” is substituted for “concentrate for making soft drinks” so that 
goods are properly identified. 


Opposition proceeding by The Seven-Up Company v. James D. Heavey, 
doing business as Mugs Up Root Beer Co., application Serial No. 670,046 
filed July 15, 1954. Opposer appeals from decision of Examiner of Inter- 
ferences dismissing opposition. Affirmed. 

See also 48 TMR 894. 


William T. Woodson, Beverly W. Pattishall, Lewis 8S. Garner, Jeremiah D. 
McAuliffe, William T. Hofstetter, and Woodson, Pattishall & Garner, 
of Chicago, Illinois, and Estabrook & Estabrook, of Washington, D. C., 
for opposer-appellant. 

C. Earl Hovey, of Kansas City, Missouri, for applicant-appellee. 


2. The Seven-Up Company v. James D. Heavey, d.b.a. Mugs Up Root Beer Co., 
Opposition No. 34,529, 116 USPQ 589. 
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LEEDS, Assistant Commissioner. 

An application has been filed by James D. Heavey, doing business as 
Mugs Up Root Beer Co., to register muas up for “root beer and concentrate 
for making soft drinks,” use since May 1, 1951 being asserted. 

Registration has been opposed by The Seven-Up Company, registrant 
of SEVEN UP and 7 up for non-alcoholic beverages and extracts and flavors 
therefor. 

The Examiner of Interferences dismissed the opposition, and opposer 
has appealed. 

The record shows that opposer manufactures a lemon-lime concentrate 
or extract which it sells under the trademark SEVEN-UP or 7 UP to its four 
hundred ninety bottlers located in designated territories throughout the 
United States and in some foreign countries. The bottlers bottle the prod- 
uct with carbonated water under specifications of opposer and sell the 
bottled product under the mark to the consuming public through retail 
outlets selling soft drinks and through vending machines. Sales of 7 up 
lemon-lime drink have, during the past twenty-five years, increased from 
10,000 cases of twenty-four seven-ounce bottles of the product in 1930 to 
100,000,000 cases in 1954; and during the same period, opposer, its prede- 
cessor and its bottlers have spent more than sixty-five million dollars in 
advertising the product under the mark through all modern media. 

It is apparent from the foregoing that opposer enjoys a substantial 
good will symbolized by its trademark 7 uP. ; 

In addition to the bottle sales of opposer’s product, opposer’s author- 
ized bottlers have, since 1955, marketed 7 up lemon-lime beverage in five 
and ten gallon sealed containers through a “pre-mix” dispenser method, 
the beverage being dispensed to consumers from vending machines in 
paper cups or other open containers. 

Applicant’s stipulation of facts shows that since 1951, he has used 
MUGS UP only on root beer and concentrate for making root beer, the fin- 
ished root beer being sold to consumers through fourteen authorized retail 
outlets in the nature of drive-in stands which also sell sandwiches and 
other food products. MUGs UP root beer is dispensed to consumers only 
in open mugs or cups for immediate consumption on the premises. 

The question presented by the pleadings and the record is whether 
or not MUGS UP so resembles opposer’s well-known mark 7 up (SEVEN UP) 
as to be likely, when applied to applicant’s goods, to cause purchasers to 


1. Reg. No. 252,350, issued to a predecessor Feb. 5, 1929, renewed, and published 
in accordance with Sec. 12(c) by opposer on July 13, 1948; Reg. No. 331,345, issued to 
a predecessor on Jan. 7, 1936, renewed, and published in accordance with See. 12(¢) by 
opposer on June 29, 1948; Reg. No. 399,995, issued Feb. 9, 1943, published in accord- 
ance with Sec. 12(c) on June 8, 1948; Reg. No. 403,990, issued Oct. 26, 1943, published 
in accordance with Sec. 12(c) on June 8, 1948; Reg. No. 406,182, issued Mar. 14, 1944, 
published in accordance with Sec. 12(c) on June 8, 1948; Reg. No. 418,191, issued Dec. 
11, 1945, published in accordance with Sec. 12(c) on June 8, 1948; and Reg. No. 595,639, 
issued Sept. 21, 1954. 
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assume that both products emanate from the same source. The Examiner 
of Interferences held: 


“The differences in the marks when coupled with the difference 
in the goods and considered in the light of the difference in merchan- 
dising of the parties’ goods, all lead away from the thought of a 
common producer.” 


Although I agree with the Examiner of Interferences that the opposition 
should be dismissed, it seems to me that the dismissal must be based entirely 
on the difference in commercial impressions created by the marks. It is 
common knowledge that manufacturers and bottlers of soft drinks often 
sell a “line of flavors” which may include both lemon-lime and root beer; 
and there is, therefore, no substantial difference in goods in this case. 
It is also common knowledge that merchandising methods in the soft drink 
industry, as well as in many other industries, are subject to change at will. 
In fact, opposer’s record shows that it adopted a new and different mer- 
chandising method and added it to the bottle sales method after some 
twenty-five years of distribution of its product solely in bottles. 

The marks of the parties have a common component up. They are 
otherwise completely dissimilar. While in some situations identity of such 
a component might result in, or at least contribute to, probable purchaser 
confusion (See: The Seven-Up Company v. Essential Products Co., Inc., 
101 USPQ 87, 44 TMR 852 |Com’r, 1954]|), in other situations it might 
not. In the present case, applicant’s mark MUGs UP, when used in connec- 
tion with root beer, is in the nature of a salute, and being familiar with 
salutes embodying UP, consumers are not likely to pay any attention to the 
UP portion except as a part of the salute which is in fact a unitary phrase. 
Under such circumstances, it is not believed that applicant’s mark is likely 
to suggest opposer’s product or common source with opposer’s product. 

For the reasons stated herein, the dismissal of the opposition is 
affirmed. 

In the event appeal is taken and applicant finally prevails in this 
proceeding, registration will be withheld pending submission, within thirty 
days from the date of its termination, of an amendment to the application 
deleting the words “concentrate for making soft drinks” and inserting in 
lieu thereof “root beer concentrate.” 


MICHEL COSMETICS, INC. v. DAGGETT & RAMSDELL, INC. 
No. 33,260 — Commissioner of Patents — March 18, 1958 


EFFECT OF REGISTRATION—IN GENERAL 
REGISTRATION PROCEDURE—OPPOSITION—EVIDENCE 
Presumption of use arising from early registrations could hardly be used to 
predicate argument that there would be no likelihood of confusion because two marks 
had been used in same market place for quarter of century without confusion 
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having arisen. This is argument that experience has shown that there is no actual 
confusion and fictitious use could not support such an argument. 
REGISTRATION PROCEDURE—OPPOSITION—DEFENSES 
With respect to laches, applicant cannot rely on mere lapse of time. Laches is 
affirmative defense which must be proven by party raising it. There can be no laches 
in opposing an application within time fixed by statute for such opposing. 
REGISTRATION PROCEDURE—OPPOSITION—EVIDENCE 
Allegation of use in application of third party is not competent evidence in 
opposition proceeding not involving third party. 
REGISTRABILITY—CONFUSINGLY SIMILAR MaRKS 
Question of likelihood of confusion must be determined upon hypothetical! 
grounds since applicant supplied no information concerning particular market place 
in which its mark is used. RICHEL for cosmetics and toiletries preparations is likel) 
to be confused with MICHEL for similar goods. 


Opposition proceeding by Michel Cosmetics, Inc. v. Daggett & Rams- 
dell, Inc., application Serial No. 638,403 filed November 21, 1952 in which 
applicant counterclaims to cancel Registration No. 564,904 issued October 
7, 1952. Applicant appeals from decision of Examiner of Interferences 
sustaining opposition and dismissing counterclaim. Affirmed. 

See also 45 TMR 484. 


Watson, Leavenworth, Kelton & Taggart, of New York, N. Y., for applicant- 
appellant. 

Mead, Browne, Schuyler & Beveridge, of Washington, D. C., for opposer- 
appellee. 


FEpERIcOo, Examiner in Chief. 

This is an appeal by the applicant, Daggett & Ramsdell, Inc., from 
the decision of the Examiner of Interferences sustaining an opposition 
brought against its application for registration. 

The application involved seeks to register the word RICHEL as a trade- 
mark for a specified list of cosmetic and toilet preparations. It was filed 
on November 21, 1952, and use since November 15, 1931 (through prede- 
cessors in title) is asserted. Daggett & Ramsdell, Inc. is also the owner 
of two registrations of marks for cosmetic and toilet preparations which 
were assigned to it on May 20, 1952; these are Registration No. 269,293, 
which issued August 2, 1932 on an application filed December 29, 1931 
and Registration No. 301,479, which issued March 17, 1933. Both of these 
registrations show the name RICHEL superimposed on a panel design, differ- 
ing in the design, and were issued to Richel Company, Inc., under the 
Trademark Act of 1905. The first of these registrations has been renewed 
but the second has expired without renewal. 

The opposer, Michel Cosmetics Inc., bases its right of action upon 
prior use of the surname MICHEL as a trademark for various cosmetic and 
toilet preparations and upon its ownership of three registrations of this 
mark for such goods. The first two of these registrations are No. 262,073, 
issued September 24, 1929 on an application filed July 23, 1929, and No. 
347,874 issued July 6, 1937 on an application filed May 14, 1937; both 
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of these registrations were issued under the Act of 1920, surnames not 
having been registrable under the Act of 1905, but have been renewed in 
accordance with the special provision in Section 46(b) of the Trademark 
Act of 1946 permitting renewal of such registrations in certain cases. 
The third registration is No. 564,904, issued October 7, 1952 on an appli- 
cation filed June 30, 1950; this registration was issued on the Principal 
Register of the Act of 1946 in accordance with the provisions of Section 
2(f) in view of the allegation that MICHEL had become distinctive of the 
registrant’s goods by reason of its substantially exclusive and continuous 
use thereof during the five years next preceding the filing of the applica- 
tion; while Section 2(e) prohibits the registration of surnames, they may, 
nevertheless, be registered if the conditions of the exceptions under Sec- 
tion 2(f) are satisfied. 

Opposer’s proofs show that it has continuously used the surname 
MICHEL as a trademark for cosmetic and toilet preparations of its manu- 
facture since at least as early as 1928, a date prior to any date of use 
shown or alleged by applicant and prior to the filing date of the earliest 
of applicant’s registrations. 

As grounds for opposition, opposer asserts that applicant’s mark so 
resembles that of the opposer as to be likely to cause confusion in trade. 
There is no question as to the goods, nor as to the priority of opposer’s 
use. 

The applicant denies that the two marks are confusingly similar and 
has also, in the alternative, asserted that if the marks are found to be 
confusingly similar, the opposer’s third registration should be canceled 
as having been improvidently granted, the answer containing a counter- 
claim seeking cancellation of this registration. The examiner held that 
the contemporaneous use of the two marks would be quite likely to cause 
confusion or mistake or deception of purchasers, since they are applied 
to competitive goods and applicant’s mark RICHEL and opposer’s mark 
MICHEL are both more or less unique surnames which differ in spelling 
only as to their initial letters and are quite similar in sound. The counter- 
claim was also dismissed. 

In addition to urging that there would be no likelihood of confusion 
in view of the nature of the goods and their purchasers, applicant makes 
the following arguments: 

The absence of confusion for a quarter of a century: it is stated “The 
evidence of record clearly establishes that both parties have competed in 
the sale of substantially the same goods for a quarter of a century yet no 
confusion has arisen in the trade.” 

Opposer is estopped by laches from objecting to the present applica- 
tion to register, in view of its failure to take any action against applicant’s 
registrations of 1932 and 1933. 

Applicant took no testimony, but filed stipulated evidence in lieu 
thereof. According to the stipulation and applicant’s answers to certain 








900 THE TRADEMARK REPORTER Vol. 48 T. M. R. 


interrogatories (relied on by opposer), applicant possesses no records or 
other information as to any sales of RICHEL cosmetics by any of its prede- 
cessors in title prior to 1950; that the sales by applicant’s immediate prede- 
cessor amounted to approximately $3,400 in 1950 and $14,000 in 1951; that 
the combined sales of this predecessor and of applicant amounted to ap- 
proximately $26,400 in 1952; and that applicant’s sales in 1953, 1954 and 
1955 were in excess of $18,500, $19,500 and $16,000, respectively. It should 
be noted that there is no proof of any actual use of the mark prior to 
June 30, 1950, the filing date of opposer’s third registration, since no date 
is given for the sales in 1950 and, being considerably less than the sales 
the following year, may actually have occurred only in the latter part 
of the year. 

There is no evidence, as asserted that “both parties have competed in 
the sale of substantially the same goods for a quarter of a century,” since 
there is no evidence of any sales whatsoever by applicant’s predecessors 
for the major part of this quarter of a century. Applicant relies upon the 
so-called presumption of use arising from its registrations of 1932 and 
1933. However, without implying that applicant could in any event resort 
to this presumption when not seeking to enforce rights under the regis- 
trations, such presumption of use could hardly be used upon which to 
predicate an argument that there would be no likelihood of confusion 
because the two marks had been used in the same market place for a 
quarter of a century without confusion having arisen. This is an argu- 
ment that experience has shown that there is no actual confusion, and a 
fictitious use could not support such an argument. 

With respect to the question of laches, applicant is relying mainly 
on mere lapse of time, which is not sufficient. Laches is an affirmative 
defense which must be proven by the party raising it. But in any event, 
there could be no laches in opposing an application within the time fixed 
by statute for such opposing, see Salem Commodities, Inc. v. The Miami 
Margarine Co., 114 USPQ 124, 244 F.2d 729 (47 TMR 1267). 

In connection with applicant’s counterclaim to cancel opposer’s third 
registration, applicant urges that the mark MICHEL could not have acquired 
a secondary meaning, as it was used by others, that since the registration 
was secured by recourse to Section 2(f) of the statute upon the allegation 
of five years substantially continuous and exclusive use prior to the filing 
of the application, the negativing of the basis on which the registration was 
allowed would render the registration subject to being canceled. 

To support this contention, applicant refers to the “presumed exist- 
ence, during the five year period in question, of a cosmetics business under 
the name Iva Michelle,” and to the existence during the five year period 
of applicant’s two registrations. The existence of the business mentioned 
is presumed from, first, an opposition against an application of Iva Michelle 
brought by the opposer herein, and second, the statement in its stipulated 
evidence that applicant’s vice-president, if called, would testify that a 
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cosmetics business is being carried on at Sunnyside, Long Island, under 
the name of Iva Michelle. The opposition mentioned, which did not go to 
trial as the application involved was immediately abandoned, was in 1937, 
and in any event any allegation of use in the application involved would 
not be competent evidence in this proceeding. The statement in the stipu- 
lation is made as of some time in 1956 and standing alone would be imma- 
terial, and opposer has shown that the name of such business does not 
appear in the telephone books (its vice-president has also testified to 
absence of knowledge of such business). The hypothetical use predicated 
upon the existence of the registrations would not be sufficient evidence 
of use in this situation in view of applicant’s total failure to produce any 
evidence of actual use during the period in question. Accordingly, no error 
is found in the decision of the examiner dismissing the counterclaim. 

There is left the question of the confusing similarity of the marks. 
Applicant urges that there would be no likelihood of confusion in view 
of the nature of the goods, namely, cosmetics, for their normal purchaser, 
the average woman purchaser of cosmetics, is not a casual, uninformed 
or indiscriminate purchaser, but is both brand and quality conscious and 
a very careful purchaser. However, while applicant also urges that it is 
necessary to consider the marks in the market places in which they are 
found, and that the realities of commercial life must be considered, appli- 
cant has supplied no information of any kind concerning the particular 
market place in which its mark is used. Hence, the question of likelihood 
of confusion must be determined upon hypothetical grounds. Applicant 
cites the decisions of Ex parte Standard Brands Inc., 110 USPQ 311 (46 
TMR 1409), and Schenley Industries, Inc. v. Battistoni, 112 USPQ 485 
(47 TMR 671), as showing the importance of ostensibly minor variations 
in trademark use. In the cited cases, the marks FIESTA and SIESTA in the 
one case, and ROMA and ROMEO in the other, were well known words which 
have specifically different meanings and create different mental impres- 
sions, which has not been shown to be the case with the marks involved 
here. As stated by the examiner, the words are both more or less unique 
surnames and are quite similar in sound. I am not convinced by appli- 
eant’s arguments that the examiner erred in holding them confusingly 
similar. 

The decision of the examiner sustaining the opposition and dismissing 
applicant’s counterclaim is affirmed. 





